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Number One 


CRUX OF BANKING AND CREDIT PROBLEM 


INTRODUCING ECONOMIC RATHER THAN LEGISLATIVE CONTROLS 


NE reason why sound banking 
judgment places little faith in 
banking reforms proposed by 
political minds at Washington is 
that such proposals do not go to the heart 
of weaknesses and artificialities in the 
American banking and credit systems. 
Instrumentalities which insure not only 
safe management but also an efficient 
banking system and effective control of 
credit, are not created by or dependent 
upon legislative prescription. Permanent 
improvement in the banking and credit 
structures of this country will come 
only to the extent that present artificiali- 
ties are thrown off and refinements are 
introduced which respond to subtle but 
enduring economic laws of supply and 
demand. These laws now appear hidden, 
elusive or suspended because in time of 
excessive speculation they were grossly 
violated. It is because of the violation of 
those selfsame laws in relation to sup- 
plies of capital and credit and in the 
fields of production that the nation has 
been suffering vicarious punishment. 
Questions as to branch or unit banking, 
deposit guarantee, segregation of deposits, 
security affiliates, tinkering with the Fed- 
eral Reserve structure and other contro- 
versial matters are all beside the main 
point. The big problem in American 
finance and business is one that relates to 





the composition and control of credit at 
the source. It is because there is utterly 
lacking any authoritative control and 
refinement of the processes of credit that 
the American people were licensed to 
indulge in the greatest speculative spree 
in all history and for the same reason were 
plunged into catastrophic depths of de- 
flation and reverse. Restoration does not 
wait upon legislation or emergency pro- 
grams. It waits upon recognition of the 
science and essentials in the employment 
of improved instrumentalities of credit 
which have been sorely lacking in this 
country. 

The Federal Reserve System, although 
claiming to embody the principles of cen- 
tral banking, has failed to control the 
flow of credit or the fluctuations of money 
rates. It has failed in its prime purpose 
of diverting funds from Wall street into 
commercial and self-liquidating channels. 
This is not the fault of the Federal Re- 
serve System. It is due to artificialities 
and defects in the fundamentals of the 
banking and credit structures which pro- 
vide numerous loop holes for the diversion 
of funds and credit into speculative and 
non-liquid investment avenues rather 
than into fields of commerce, industry and 
agriculture. 

Years ago a few prophetic and coura- 
geous voices were heard warning against 
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the dangers lurking at the very founda- 
tions of our banking and credit structures 
due to the absence of an open discount 
market for prime bills, bankers and trade 
acceptances. They warned against the 
futility of Federal Reserve controls be- 
cause of decentralized banking based on 
reserves invested in stock exchange loans. 
Nobody heeded these cautionary signals. 
Stock exchange loans continued to retain 
their prominence as secondary reserves of 
banks and stock exchange demands, 
rather than Federal Reserve policy, de- 
termined the money rates in the largest 
money center in the world. 

The late Paul M. Warburg was among 
the prophets who uttered such words of 
warning and who visioned the tragic 
experience which has befallen the Ameri- 
can people. He foresaw that the course 
of banking and credit in the United States 
could never be made secure or responsive 
to wise control so long as it was subject to 
the evil influences of an unscientifically 
organized call loan market which tempted 
banks all over the country to dump their 
idle funds upon the stock exchange, when 
the speculative pulse ran high, treating 
these stock exchange loans and New York 
balances invested therein as their most 
liquid assets and secondary reserves. 

oo > 


AWAKENING TO THE REALITIES 


HERE are signs of awakening to the 
real trouble at the bottom of the 
American banking and credit sys- 
tems and as to which the Congressional 
minds at Washington have shown remark- 
able obtuseness. The demand is not for 
more legislative wisdom. The problem is 
one of arousing the bankers and business 
men of the country to the conscious need 
of a broad and reliable market for bank- 
ers and trade acceptances to serve as a 
ready and controllable reservoir for the 
employment of available credit and bank- 
ing funds in productive and commercial 
fields. Opportunities for quick profits may 
be diminished but banking and business 
will be better served if banking funds and 
credits are enabled to flow freely through 
open acceptance and discounts markets 
rather than seeking employment in stock 
exchange loans and subjected to the 
hazards of long-term investments. 


The awakening is to be found in the 
nationwide formation of trade acceptance 
committees in all of the Federal Reserve 
Districts and the new impetus given to 
this form of credit financing by the ap- 
proval of the Young committee of leading 
bankers and industrialists. It is reason- 
able to expect that with the wider recog- 
nition of the advantages of trade accept- 
ances in distributing congested supplies of 
bank credit and in providing an improved 
instrumentality of financing business, 
that the bankers’ acceptance and the 
development of a broader discount market 
for both domestic and foreign bills, will 
likewise receive new impulse. 

With banks resorting to a reliable open 
discount market and acceptance bills 
rather than stock exchange loans it is 
conceivable that this country would not 
have been tempted by the lure of specu- 
lative profits and plunged into depths of 
prolonged depression. With such scien- 
tific credit and discount base available it 
is likewise conceivable that the United 
States would have functioned more suc- 
cessfully in its role as the chief creditor 
nation and as world’s banker. 

The New York Stock Exchange also 
faces a supreme alternative. The govern- 
ing board of that organization has re- 
cently shown a commendable policy of 
introducing wholesome restraints and 
improving the standards of trading con- 
duct. But these reforms are insignificant 
compared with the opportunity of placing 
the stock exchange upon a higher plane 
in the exercise of its true rather than pro- 
fessional functions. Paul Warburg said 
back in 1919 and his words ring more true 
today than ever before: 

“Our stock exchange must be protected 
from the vagaries of a daily fluctuating 
money supply; it should be placed on a 
basis of weekly or two-weekly settlements. 
Our bill market, on the other hand, 
should be protected from the daily ‘un- 
settlement’ caused by increasing and 
decreasing demands of the stock ex- 
change. The call money market ought to 
be based primarily on prime bills that can 
be quickly turned into cash balances, 
while the bulk of undigested stocks and 
bonds ought to be carried by time loans 
rather than call loans.” 
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POLITICAL PROFESSIONS AND 
PERFORMANCES 


TRIPPED of the customary persi- 
flage and insofar as economic pro- 
fessions are concerned, there is 
really little difference between the Repub- 
lican and Democratic platforms to guide 
or agitate the conscience of partisanship. 
Counter accusations as to integrity, mo- 
tives, patriotism and intelligence, as well 
as appeals to discontent are plentiful and 
may be expected to reach crescendo pitch 
as the campaign progresses. The Demo- 
crats advocate drastic reduction of gov- 
ernmental expenditures; maintenance of 
national credit by balanced budget; sound 
currency and consideration of the rehabil- 
itation of silver; a competitive tariff for 
revenue only; unemployment relief in- 
cluding unemployment and old-age insur- 
ance under State laws, and restoration of 
agriculture through better financing. 
On the subject of banking and 'protec- 
tion of the investing public, there is a 
more definite plank requiring full pub- 
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licity of all offerings of stocks and bonds, 
regulation of holding companies, rates of 
utility companies and stock exchange 
trading. As to banking the platform 
pledges quicker methods of realizing on 
assets for relief of depositors of closed 
banks; more rigid supervision; prevention 
of the use of banking funds in specula- 
tion; severance of affiliated securities 
companies, divorce of underwriting from 
commercial banks and restrictions on use 
of Federal Reserve facilities for specula- 
tive purposes. 

Secretary Mills of the Treasury, in his 
recent speech at Faneuil Hall in Boston, 
defends the Hoover administration and 
replies to Democratic indictments by re- 
citing the agencies invoked to arrest de- 
flation, successively through the creation 
of the National Credit Corporation, the 
Reconstruction Finance Corporation, 
more effective mobilization of the re- 
sources of the Federal Reserve Banks, 
maintenance of national credit by insist- 
ence upon taxes to balance the budget. 
Secretary Mills scores the Democratic 


THE LAUSANNE CONFERENCE AT WHICH A DISTINCT FORWARD STEP WAS ACHIEVED IN ELIMINATING 
REPARATIONS AS A MENACING ELEMENT IN EUROPEAN ECONOMIC.AND POLITICAL RELATIONS 
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party for inconsistencies by pointing to 
the measures sponsored by the Democratic 
House of Representatives advocating the 
issue of fiat currency, immediate payment 
of the soldiers’ bonus, pork barrel bills, 
guaranty of deposits and the bill carrying 
instructions to utilize the resources of the 
Federal Reserve System for the manipu- 
lation of commodity prices. 

American citizens are today in no mood 
to believe that there is a partisan road 
out of the present economic dilemma. 
They demand leadership, constructive, 
wise and devoted to the fundamental 
ideals of our government. They will not 
subscribe to any political shibboleth which 
disrespects property rights, which regards 
government as an agency for social experi- 
mentation and reorganization that seeks 
to place incompetency in the same cate- 
gory with the competent, that fails to 
recognize the immutability of economic 
law and seeks to import shadowy theories 
for practical experience. Government has 
tremendous power for good or evil, but in 
the last analysis the forces of reconstruc- 
tion and economic rehabilitation are those 
that reside in the integrity, the chastened 


spirit and sense of service among the 
people and those responsible for the con- 
duct of daily business. 
oo 
MAJOR ISSUES OF PRESIDENTIAL 
CAMPAIGN 


HE two political parties have spoken, 
nominated their respective stand- 

ard bearers and fired the prelimi- 
nary broadsides of the campaign. The 
repercussions have left the great mass of 
citizens rather hazy as to the actual lines 
of cleavage between the Republican and 
Democratic factions and the paramount 
issues of the campaign, except that the 
Republican attitude is one of defense and 
justification in the face of depression, 
while that of the Democrats is one of 
attack and offering salvation as the har- 
binger of restoring prosperity. The Re- 
publicans pin their hopes for the re- 
election of President Hoover on the 
ground that he has demonstrated execu- 
tive capacity, poise and resourcefulness in 
dealing with major economic reverses 
which, it is claimed, were unavoidable and 
inevitable as world-wide phenomena. 


They are buoyed by the belief that the 
country is not willing to change horses in 
mid-stream and at a perilous time like 
this indulge in untried political adven- 
tures. Democratic politicians, judging 
from the impassioned oratory, the shift- 
ing of ballots at the Chicago convention 
and the emphasis placed on the prohibi- 
tion repeal plank, appear to place strong 
reliance upon the “wet” vote. 


The average, sound-thinking American 
citizen realizes that platform promises or 
denunciations do not contain the key to 
escape from this period of unprecedented 
economic and social distress. It is per- 
formance that counts. The real issue of 
this presidential campaign is unlike any 
that has been yet raised in presidential 
elections. The economic and psychologi- 
cal problems presented by this depression 
are of such elusive and overwhelming 
nature that neither political creed or con- 
trol of government can in themselves 
supply the ultimate solutions. Those who 
believe that repeal of the Eighteenth 
Amendment is what the country really 
needs, may find that something more is 
required than the stimulants to be 
derived from free flow of alcoholics. 


Obviously, and regardless of whatever 
change for the better or worse there may 
occur in general business conditions before 
next November, the party which is en- 
trusted with the control of the Federal 
Government at the coming election will 
be charged with grave responsibilities for 
the well-being of this nation. Franklin 
Roosevelt, in his acceptance speech said: 
“‘We must lay hold of the fact that eco- 
nomic laws are not made by nature. They 
are made by human beings.” The fact 
remains that when human beings delib- 
erately and consciously violate economic 
laws, human nature asserts itself and 
sooner or later exacts retribution. That 
is precisely the answer and the cause of 
the present widespread distress. It cannot 
be charged directly to any sins of com- 
mission or omission on the part of the 
political party in power. It is human 
nature which erred in following false and 
conscienceless human prophets, disobey- 
ing the inalienable relationship between 
economic law and human nature in fren- 
zied quest of fictitious wealth. 
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REVOCABLE TRUSTS AND THE 
NEW TAX LAW 


UMEROUS changes and modifica- 
tions in the Revenue Act of 1932 

point to the necessity for clear un- 
derstanding of the provisions of the law 
on the part of trust officers. This particu- 
larly is so in respect of inter vivos trans- 
fers, and even more in respect of revoca- 
ble trusts. The original language which 
was in Section 219 (g) of the 1924 and 
1926 Acts, and in Section 166 of the 1928 
Act, having to do with revocable trusts, 
has been remodeled and rephrased as 
Section 166 of the 1932 Act. 

Under the three prior Acts the income 
from revocable trusts was subject to tax 
to the grantor if he could revoke the trust 
during the taxable year either alone or in 
conjunction with any person not a bene- 
ficiary thereof. The language now is much 
more definite, and is as follows: 

“Where at any time during the. taxable 
year the power to revest in the grantor title 
to any part of the corpus of the trust is 
vested— 

(1) in the grantor, either alone or in con- 
junction with any person not having a sub- 
stantial adverse interest in the disposition 
of such part of the corpus or the income 
therefrom, or 


(2) in any person not having a substan- 
tial adverse interest in the disposition of 
such part of the corpus or the income there- 
from, then the income of such part of the 
trust for such taxable year shall be included 
in computing the net income of the grantor.” 

In other words, the right to revoke a 
trust with the consent of a mere bene- 
ficiary does not prevent the income from 
such trust being taxable to the grantor 
under the 1932 Act. The beneficiary 
whose consent to the revocation under the 
new law must have a “‘substantial adverse 
interest” in either the disposition of the 
corpus of the property or the income 
therefrom. The counterpart of this lan- 
guage is carried over into the Gift Tax 
Law (Section 501 ‘c:). There the language 
is just the reverse and is as follows: 


“The tax shall not apply to a transfer of 
property in trust where the power to revest 
tn the donor, title to such property is vested 
in the donor, either alone or in conjunction 


with any person not having a substantial 
adverse interest in the disposition of such 
property or the income therefrom * * * ” 

While a transfer in trust which is sub- 
ject to revocation by the grantor is not 
subject to the gift tax, it is subject to the 
gift tax if the right to revoke is condi- 
tioned upon and is subordinate to the con- 
sent of a person having a substantial 
adverse interest in either the corpus of the 
trust or the income therefrom. 

In order not to subject the settlor of a 
trust uselessly to unnecessary taxation, 
the trust deed must be drawn carefully 
and in compliance with the law, and the 
trust officer should be thoroughly familiar 
with the provisions of the law. In view of 
the many revocable trusts now in exis- 
tence the trust officer should know that 
subdivision (c) of Section 501 provides 
further 
“< * * * but the relinquishment or termina- 
tion of such power (other than by the donor’s 
death) shall be considered to be a transfer 
by the donor by gift of the property subject 
to such power, and any payment of the 
income therefrom to a beneficiary other than 
the donor shall be considered to be a transfer 
by the donor of such income by gift.” 


It will be seen, therefore, that where a 
transfer is subject to revocation the trans- 
fer is not subject to the gift tax, but imme- 
diately the power to revoke is relinquished 
or terminated (other than by the death 
of the donor) a gift takes effect and the 
gift tax falls upon the act of termination 
or relinquishment of the power. 

A reading of the Gift Tax Law (501 'c ) 
in connection with Section 166 of the 
Income Tax Law will point out that where 
the grantor of a revocable trust has a full 
power to revoke the trust he is subject to 
an income tax upon the income from the 
trust, notwithstanding the beneficiary 
thereof may be another person. In addi- 
tion to that under the Gift Tax Law he is 
subject to a gift tax upon the gift of the 
income each year paid by the trust to the 
beneficiary under such wholly revocable 
trust. 

The two above sections of the law are 
not wholly unrelated to subdivision (d) 
of Section 302 of the 1926 Act having to 
do with the Federal estate tax. That sub- 
division of the Estate Tax Law provides 
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that an inter vivos trust shall be considered 
a part of the estate and subject to the 
estate tax. 

“To the extent of any interest thereon of 
which the decedent has at any time made a 
transfer, by trust or otherwise, where the 
enjoyment thereof was subject at the date 
of his death to any change through the exer- 
cise of a power, either by the decedent alone 
or in conjunction with any person, to alter, 
amend, or revoke, or where the decedent 
relinquished any such power in contempla- 
tion of his death except in case of a bona fide 
sale for an adequate and full consideration 
in money or money’s worth.” 

It will thus be seen that the income 
from a wholly revocable trust is subject 
to tax to the grantor of the trust under 
Section 166 of the new Act, and that in 
addition to that a gift tax is imposed upon 
him upon the income received by the 
beneficiary from such trust, but the trans- 
fer of the corpus of the trust is not subject 
to the gift tax. On the other hand, upon 
the decedent’s death the trust is subject 
to the Federal estate tax. 

It would seem, however, that if the 
inter vivos transfer in trust is subject to 
revocation only with the consent of the 
person having an adverse interest in either 
the principal or the income, then the Gift 
Tax Law would apply to the transfer of 
the corpus, but the Estate Tax Law would 
not apply unless the transfer was made 
(See Section 803 of the 1932 Act) in con- 
templation of death or was intended to 
take effect in possession or enjoyment at 
or after death, and these phrases include, 
according to Section 803 of the new Act, 
cases where the grantor has made a 
transfer 

“ * * * under which he has retained for 
his life or for any period not ascertainable 
without reference to his death or for any 
period which does not in fact end before his 
death (1) the possession or enjoyment of, 
or the right to the income from, the property, 
or (2) the right, either alone or in conjunc- 
tion with any person, to designate the per- 
sons who shall possess or enjoy t the property 
or the income therefrom; * * * .” 

It would appear, therefore, that the 
trust officer in advising with the settlor 
of a trust must be careful that in trying to 
avoid the rocks of the Gift Tax he may 


not run upon the shoals of the death duty 
or of the income tax. The trust officer 
should advise fully with the settlor and 
with the settlor’s attorneys in the creation 
of trusts. It is not understood that the 
provisions of the Act were intended to 
prevent the creation of trusts, which have 
always been considered desirable, but 
were intended to prevent the use and em- 
ployment of such revocable trusts for the 
purpose of avoiding proper and legitimate 
taxation. 


So Bo 
Ro fe ee 


PROPERTY RIGHTS AND PUNITIVE 
TAXATION 

ORMER President Coolidge, whose 

canny and New England-bred phil- 

osophy strikes home in these times 

of economic and political confusion, has 

this to say on the subject of taxation and 

property rights in a recent issue of Col- 
lier’s Weekly: 

“Our system of property rights has 
been devised out of much hard experience 
for the purpose of confirming the liberty 
and independence of the people. It can- 
not be limited or destroyed without limit- 
ing or destroying the opportunity of the 
people. If it is necessary to meet an 
emergency, excessively high taxes on a 
few large incomes and inheritances might 
be made temporarily without great in- 
jury. But to adopt such a system per- 
manently and, under the pretense of rais- 
ing revenue, pursue a policy of expropri- 
ation and attempt redistribution of wealth 
would have the gravest consequences. 

“One of two things would be likely to 
result: Enterprise would be stifled, accu- 
mulations of property would be dissi- 
pated, and a condition of depression 
would become chronically progressive, 
with a falling standard of living, economic 
suffering and great poverty on the part 
of the people. The other alternative 
would be the creation of a class of great 
wealth who would have a large control of 
the government because it would be 
dependent on their money for its support. 

“Only under some system of privilege 
and by exploiting the people could such a 
class continue to pay the high taxes re- 
quired. That would be the re-creation of 
the age of overlords. The rest of us would 
be reduced to dependency. In either case 
the people lose.” 
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REMARKABLE ACHIEVEMENT OF 
CANADIAN TRUST COMPANY 


N the face of abnormal economic 
conditions the trust companies of 

Canada have maintained a remark- 
able record of growth and activity during 
the past year. According to statistics 
compiled by The Monetary Times the 
volume of business under administration 
by Canadian trust companies at the close 
of 1931, embracing estates, trusts and 
agencies, reached a new peak of $2,169,- 
820,667, representing an increase of 
$100,000,000 for the year and exclusive 
of hundreds of millions of corporate trusts. 
Total assets also reached a new high level 
of $2,403,735,060, also reflecting a gain 
of $100,000,000 during 1931 and over one 
billion within the past four years. In ad- 
dition to substantial increases in the 
paid-up capital and reserve funds the 
capital assets increased over seven mil- 
lions to aggregate of $83,946,371. While 


net profits registered a slight decline, as 
was to be expected, the total of $4,704,856 
for all trust companies, showed a decline 
of only $400,000 as compared with the 


preceding year. On paid-up capital the 
1931 net profits of the Canadian trust 
companies equaled 11.20 per cent as com- 
pared with 12.53 per cent the previous 
year. On combined paid-up capital and 
reserve funds the 1931 net profits were 
equal to 7.15 per cent as against 7.95 per 
cent in 1930. 

Among the trust companies of Canada 
there obtains a commendable spirit of 
mutual interest and an element of esprit 
de corps which afford an invaluable asset 
in the development of fine standards of 
administration. The result is that cor- 
porate trusteeship throughout Canada 
commands a high reputation and this 
faith has been an important factor in 
maintaining business and attracting new 
trust business. The latest evidence of the 
mutuality of interest among Canadian 
trust companies is the recent completion 
of the first cooperative trust company 
advertising campaign sponsored by a 
group of twenty-seven Canadian trust 
companies. Such advertising appearing 
in newspapers throughout the Canadian 
provinces in both English and French 
text, had for its primary purpose to let 


Canadian people know of the responsibil- 
ity reposed in the trust companies, their 
scope and character of service in managing 
and safeguarding property and in looking 
after personal estates. The cooperative 
campaign was also timed so as to em- 
phasize the essentials and advantages of 
corporate fiduciary protection under pre- 
vailing conditions affecting property and 
investment values. 


While official reports are not available 
it can be stated with assurance that 
Canadian trust companies have not suf- 
fered the loss of a single dollar of trust or 
estate funds, aside from unavoidable 
shrinkage in market values of securities 
or property held in trust accounts or in 
estates under administration. This is 
attributable to the safeguards of manage- 
ment and of statutes which attend trust 
business as well as to the fact that trust 
companies are not permitted to engage in 
commercial banking operations. Highly 
commendable also is the sound and 
mutual relationship maintained by trust 
companies with the legal profession and 
with life insurance interests. 


It is worthy of note that the trust com- 
pany movement in Canada had its begin- 
ning just fifty years ago when the Toronto 
General Trusts Corporation, the oldest 
trust company in Canada was founded in 
1882. This organization reported at the 
close of last year total assets of $225,- 
769,711. The Royal Trust Company, 
with head office in Montreal and which 
reports total assets of $576,008,976 began 
business in 1899. The National Trust 
Company, reporting assets of $265,- 
661,995, started operations in Toronto 
in 1898. 


oo > 


MID-CONTINENT TRUST 
CONFERENCE 


HE eighth mid-continent trust con- 
ference under the auspices of the 

Trust Division, American Bankers 
Association, will be held at Milwaukee, 
Wisconsin, November 17 and 18, it is an- 
nounced by Thomas C. Hennings, Presi- 
dent of the Division. A banquet will be 
held in connection with the conference the 
evening of November 17. 
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ADOPTING THE BRITISH DEPOSIT 
SYSTEM 


HERE is much talk of a new era of 
banking in the United States to be 
arrived at either through legislative 
legerdemain or by voluntary methods of 
self-discipline and constructive policies of 
cooperation and improved management. 
Whatever alternative may be pursued 
there is one fact that goes to the heart of 
the whole banking problem. It is the 
obvious necessity of changing the present 
system of accepting deposits, which cre- 
ates an absolutely artificial relationship 
between the bank and the depositor. It is 
this artificial relationship which is prima- 
rily responsible for bank runs and failures, 
especially when put to the test. 


Under the present system the man who 
opens an account takes it for granted that 
his money is insured against theft and 
burglary; that the bank has insured the 
honesty of its officers and employees. He 
expects the bank to furnish him with a 
check book, to provide bookkeepers and 
maintain account records. He also ex- 
pects interest on his account and to all 
practical intent demands that the bank 
keep his money in the vault because he 
may come in any moment and withdraw 
it on demand. In time of crisis the same 
holds true as to time deposits. 

In actual practice and in order to exist, 
the bank, of course, must employ deposits 
and secure return by way of making loans 
or investments. The present deposit sys- 
tem is fine and profitable when there is 
large turnover and funds may be actively 
and profitably employed. But when con- 
ditions are reversed as during the past two 
years the entire deposit system breaks 
down and the banker that is faced with 
extraordinary demands when his loan 
portfolio is frozen and his investments are 
tied up in sadly depreciated or long-term 
securities, must yield up the ghost of 
pretense. 

England has taught the world many 
refinements in finance and banking, some 
of which have been adopted in this 
country. One of the best features of the 
English banking system which approves 
itself for American adoption is that relat- 
ing to deposit accounts. When a deposit 
account is opened in an English bank the 





depositor must first designate the type of 
account he desires. If the account is to be 
subject to demand, he pays the carrying 
charges, including insurance and the risk 
that the bank assumes. If he wants his 
deposit to earn an income he is required 
to place his money in the bank for a defi- 
nite period of time, whether for six 
months or for five years. 

Under this plan the bank is practically 
immune from runs. Likewise it enables 
the management to segregate its assets 
according to deposit liabilities and estab- 
lish a close relationship between deposits 
and loans. ooo 


DOUBLE TAXATION OF TRUSTS 


HE Hamilton County Court of 
Common Pleas of Ohio, in a recent 

decision in Rowe vs. Braden, held 
that a beneficial interest in an irrevocable 
trust is subject to double taxation. Rowe, 
an Ohio citizen, made a trust deed trans- 
ferring irrevocably to the Girard Trust 
Company of Philadelphia, certain securi- 
ties, the net income to be paid to him for 
life and on his death to his widow for her 
life. All the securities were in Philadel- 
phia and none were of Ohio corporations. 
The creator died, and during 1931 the 
widow received from the trustee $97,- 
845.69. The trustee paid taxes under 
Pennsylvania law on the trust property 
in its hands. The widow claimed in her 
return of taxable property to the County 
Auditor of Cincinnati that no taxes could 
be levied on her beneficial interest, and 
obtained an injunction. 

The Ohio intangible tax law, general 
code Sec. 5323, defines taxable ‘‘invest- 
ments” as including all equitable inter- 
ests, and by other sections the assessment 
was based upon the income yield. The 
Court of Common Pleas of Hamilton 
County held, that the beneficial interest 
was a valuable chose in action, an 
equitable life interest, entirely differing 
in character from the corpus in control 
of the non-resident trustee, which might 
be many times more valuable and on 
which there was no attempt to levy a 
tax. The court held that the Ohio tax 
was not multiple taxation, unreasonable 
or contrary to the equal protection or due 
process clauses of the Fourteenth Amend- 
ment. 
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WHEN TRUST FUNDS LOSE 
PREFERENTIAL STATUS 


ECENT court decisions have em- 
phasized the advisability of secur- 
ing greater uniformity of laws in the 

various states defining and protecting the 
status of trust funds as preferred claims 
when deposited in the banking depart- 
ment of a closed bank or on deposit with 
another bank. In Ohio the court recently 
declared that such deposit of trust funds 
was not entitled to preference. Other 
decisions in Pennsylvania and Kentucky 
hold that a trust company acting as a re- 
ceiver and guardian or committee is a fiduci- 
ary in a broad sense, but when it deposits 
funds of the receivership or guardianship 
in a general deposit with a bank there is 
no such trust relationship as will give the 
deposit preference. 


As to receiverships, the question re- 
cently came before the Pennsylvania Su- 
preme Court. One Woodward, a federal 
equity receiver of a railroad, opened a bank 
account with a trust company in his name 
as receiver. Upon the insolvency of the 
trust company and its being taken over by 
the State Secretary of Banking, the receiver 
petitioned the state courts to require the 
secretary to pay over forthwith the total 
receivership deposits upon the ground 
that they were a preferred debt, because 
due the United States, and that they were 
specifically deposited as a trust fund. The 
court quoting Cameron vs. Carnegie Trust 
Co., 292 Pa. 114, said that the Penn- 
sylvania Banking Act Sec. 40 refers only 
to technical and continuing trusts, and 
the Act provided no other procedure than 
to substitute trustees of a trust deposit; 
that the relationship was simply that of 
bank and depositor, and that there was 
no debt due to the United States. 

The status of a guardian’s and commit- 
tee’s bank deposit recently came before 
the Kentucky Court of Appeals. The 
guardian of one Spicer, a war veteran 
adjudicated incompetent, deposited in a 
bank the monthly installments of his war 
risk insurance. The bank became in- 
solvent and the guardian claimed a pref- 
erence. The Kentucky Court of Appeals 
held that no federal statute authorized 
such preference, unless as in U. S. Fidelity 
and Guaranty Co. vs. Bramwell, 295 Fed. 


331, the United States was itself the 
guardian; that by payment over of the 
war risk installments the United States 
was discharged and the funds were no 
longer those of the United States. Smith 
vs. Spicer’s Guardian and Committee, Ken- 
tucky Court of Appeals. 

oo? 


INSPECTION OF FEDERAL INCOME 
TAX RETURNS DENIED 


HE Bureau of Internal Revenue has 
T| ruled that there is no provision of 

law or regulations which authorizes 
the inspection of Federal Income Tax 
returns of estates, individuals, partner- 
ships, etc. by county officers in connec- 
tion with the administration of state laws 
imposing a tax upon intangible property 
based upon the value of such property. 
Treasury Decision 4332 (Bulletin XI-14, 
5) authorizes the Commissioner of Inter- 
nal Revenue, in his discretion to permit 
inspection by any officer of any state hav- 
ing a law imposing a tax upon intangible 
property owned by estates, individuals, 
partnerships, etc. measured by the in- 
come derived therefrom, upon written 
application, signed by the governor of 
such state, designating the officer to make 
the inspection. 

The state of California requested ad- 
vice concerning the procedure necessary 
for the county assessor of taxes, or his 
designated deputy, to inspect returns 
under the foregoing Treasury decision. 
The Constitution of California (Art. 13, 
Sec. 16) authorizes a tax on intangible 
property based upon actual value. The 
Bureau ruled that the regulations re- 
ferred to authorize inspection by state 
officers in connection with the adminis- 
tration of a state law imposing a tax upon 
income or upon intangible property 
measured by the income therefrom. Such 
inspection is a privilege extended to state 
officers, for the reason that the informa- 
tion shown in such returns affords a 
reasonably accurate check in the enforce- 
ment of state income tax law and state 
laws taxing intangible property measured 
by the income therefrom. The privilege 
is limited to those states where, in the 
enforcement of the state taxing laws, the 
information shown in federal income 
returns has a direct relationship. 
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AN INTERNATIONAL GOLD 
SETTLEMENT FUND 


N view of the fact that both the 
Republican and Democratic plat- 
forms contain planks urging in- 
ternational monetary or economic con- 
ferences and because of the important role 
which movements of gold play in the inter- 
national credit situation, it appears timely 
to advance for consideration the establish- 
ment of an international gold settlement 
fund, similar in principle to the gold 
settlement fund maintained in Washing- 
ton for the Federal Reserve Banks. Pre- 
sumably the logical situs for such an inter- 
national gold settlement fund would be 
the Bank for International Settlements 
which was organized with prospects that 
it would function along broader lines. 
Obviously, an international gold settle- 
ment fund could have little influence as 
regards exchange fluctuations between 
nations. These fluctuations are caused 
solely by economic conditions and the 
balance of trade. The exchange rate 
would be affected, however, to a slight 
degree, since the establishment of an in- 
ternational gold fund would preclude the 
necessity of shipping gold back and forth, 
and in the sense that this involves some 
expense, to that extent exchange rates 
would possibly be affected. 

As a first and fundamental considera- 
tion, an international gold fund would be 
possible only and if all nations should by 
international compact bind themselves to 
hold inviolate against attack of any sort 
the country or place where the gold is 
held. In other words, the gold fund must 
be absolutely immune to any danger of 
capture or confiscation. Once this is es- 
tablished, the gold should be held in 
exactly the same manner as the gold of 
the twelve Federal Reserve Banks is held 
at Washington. That is to say, the owner- 
ship of the international fund would be in 
the central banks or private banks of the 
world. The physical possession of the 
gold, however, would be in the Interna- 
tional Bank, or whatever other agency 
would be set up to perform this function. 
The change of ownership can then be 
effected by book transfers, although the 
gold itself would not be disturbed. To be 
fully effective, the central banks of issue 





must be permitted to count such gold as 

reserve against note issues, or as if the 

gold were actually in their own vaults. 
oo > 


TRUSTEE NOT LIABLE 


HE Supreme Judicial Court of 
Massachusetts recently ruled in the 

case of the North Adams National 
Bank vs. Curtiss that a trustee is not liable 
for depreciation after termination and 
before corpus of trust property was paid 
over. Frank Curtiss left his property in 
trust for his daughter for her life, and 
provided that she in her will was to dis- 
pose of the corpus. He named his daughter 
and the North Adams National Bank as 
co-trustees. The daughter died Septem- 
ber 24, 1928, and by her will, divided the 
corpus of the trust property into four 
other trusts for the benefit of nephews, 
appointing a new trustee. 

The bank did not file its final account- 
ing as trustee under the first will until 
1930. During that time, owing to market 
declines, the value of the estate dimin- 
ished. Action was brought to surcharge 
the trustee for loss incurred in the market 
value of the trust corpus after the trust 
terminated, but before it was paid over. 
The trial court found that the trustee had 
acted diligently, carefully, and in good 
faith, and held it not liable. 

The Supreme Judicial Court of Massa- 
chusetts affirmed, saying: ‘There was 
evidence that the trust officers of the bank 
and its board of directors gave much time 
and thought to the administration of this 
trust and frequently sought the aid of 
counsel in matters connected with it. The 
contention that the trustee has so violated 
its duty that it is not entitled to the pro- 
tection of the exemption clause is refuted 
by the findings of the trial judge. Upon 
the evidence a finding was warranted that 
no surcharge should be made because of 
failure to sell securities so that the bene- 
ficiaries might receive a larger income; 
and also that no surcharge should be 
made against the trustee because it de- 
cided not to sell stock of the General 
Electric Company in 1930, when re- 
quested by counsel for the appellants to 
dispose of it or because of its inability to 
sell a part of it at the price set upon it at 
a later time.” 
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DUCEUCROESSOECUEOSUUEROCEPSUSUGHSSUHESHitiOtED 


COORDINATED LEADERSHIP TO SOLVE AMERICA’S 
ECONOMIC PROBLEMS 


CLOSE BOND BETWEEN INDUSTRY, BANKING AND AGRICULTURE 


OWEN D. YOUNG 
Chairman, General Electric Company 





(Epiror’s Note: The nation today cries for leadership on the part of men like Owen 


D. Young whose distinguished public services 


in both international and domestic economic 


councils impart exceptional weight to his utterances. His rare judgment and profound 
mastery of economic logic, rising above partisanship and controversy, have been recognized 
at home and abroad. It is to the powerful coalition of leading bankers and industrialists, of 
which Mr. Young is chairman, that finance and business looks forward most hopefully to 
render operative the Hoover reconstruction program and the abundant credit facilities pro- 
vided by special legislation. Salient portions of Mr. Young’s addresses are herewith presented 
and which have a timely application to this country’s immediate and most vital economic 


problems.) 

N the Alps, I am told, they have what is 

known as the avalanche blast, which is 

a wind storm caused by the rapidly mov- 
ing masses down the mountain slope. We 
have a corresponding phenomenon in this 
country today. The most impressive thing 
about this spectacle is that everything goes 
down together. Just as rocks and ice and 
snow and soil act and interact to accentuate 
the velocity of the slide, so banks and rail- 
roads, churches and colleges, national govern- 
ments and local administrations, great cen- 
tral banks and little frontier savings insti- 
tutions, hospitals and schools, our own health 
and happiness, our good will and bad will, 
our patience and impatience, are all related 
to and have a common interest in our down- 
ward course. 

Problems Inter-related 

In our endeavor to deal with one we find 
it necessary to interest ourselves in the oth- 
ers. That is our principal difficulty right 
now. So when we find our banks in danger 
because they have invested in railroad bonds 
and those securities are depreciated because 


the business of railroads is adversely affected, 


we discover all at once that the banking prob- 
lem has become a railroad problem. When 
we examine our railroad problem we find that 
it depends on the rates determining its in- 
come and the wages measuring its expense. 

And so a banking problem becomes one of 
railroad rates and railroad labor. And when 
we go into the question of railroad rates, we 
find that industry and agriculture are affec- 
ted. Their output may be marketable or not 


depending quite as much on rates of trans- 
portation as on cost of production. So a 
banking problem becomes one of industry and 
agriculture. And if the credit of industry 
and agriculture is weakened by diminished 
markets due to increased rates, the very loans 
which the banks have made to them become 
impaired. And so the cycle is complete. 





OwEN D. YOUNG 
Chairman of the Board of the General Electric Company 
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Balance Between All Economic Units 

The very influences which we project in 
one direction for our salvation may quickly 
stab us in the back. The cycle which I have 
described is a short one. It is a simple one. 
But however complicated or long a cycle may 
be, it moves under the same law. Broadly 
speaking, one piece of the avalanche can not 
be stopped unless all are stopped. No up- 
ward trend can take place unless all go up. 
No permanency of any trend can be guaran- 
teed unless we have sound and fair balance 
between all the units in our economic body. 

In my opinion, it was our unbalanced con- 
dition which caused our trouble. The living 
standards of our industrial population were 
lifted to a high level back of an impenetrable 
tariff wall. The living standards of our 
agricultural population, which was subjected 
to a world competition, could not normally 
be maintained at an equal level. The farmer 
naturally wanted to keep up with Lizzie by 
having the same things which his industrial 
neighbor had. So we alleviated the disparity 
and disguised our true situation temporarily 
by furnishing the farmer credit artificially 
through semi-governmental agencies. It was 
thought necessary to do this to keep him 
quiet politically. 

Without tackling the problem at its root, 
we made it possible, temporarily, for the 
farmer to buy radios and automobiles, not 
thrdugh increased current earnings, but by 
mortgaging his future. That in turn speeded 
up industrial production and increased the 
fervor of our extravagance and encouraged 
our speculation. But the day came when the 
farmer ultimately had to settle. Then he 
stopped buying, industrial production de- 
creased, unemployment began, and we started 
the downward spiral which resulted in the 
avalanche which is now in progress. 

Industrial standards can not be perma- 
nently restored unless we find a way of 
bringing agricultural standards permanently 
to an approximate level. A nation politically 
cannot endure half slave and half free. A na- 
tion economically cannot do so either. We 
are paying the penalty now. Nature is re- 
storing the balance with an equalizing pre- 
mium. Industrial workers are in want, but 
farmers still have a home and food, even 
though the house be mortgaged. 


No Centralized Authority in Banking 


Who can deal with this avalanche as a 
whole? ‘Take the case of the banks and their 
railroad bonds. Bankers cannot do so. The 
Federal Reserve Board cannot do so, because 
they have no power over the railroads. The 


railway executives cannot do so in the mat- 
ter of rates, because they must have the ac- 
tion of the Interstate Commerce Commission. 
They cannot do so promptly in the matter of 
wages without the consent of the leaders of 
many unions. Even the President of the 
United States cannot do so, because his pow- 
ers are strictly limited. 

And so today our banking system is threat- 
ened, not by conditions which could not be 
corrected, but by the fact that there is no 
centralized authority anywhere with power 
to act. The normal procedures of the several 
authorities would create delay, even though 
they were all in agreement, which is too 
much to expect. And delay is as destructive 
as no action. I do not complain of this situ- 
ation—I only call attention to it as the an- 
swer to the criticism that somebody should 
do something promptly. There is no such 
“somebody.” 

Our democratic government, for its own 
protection, has from the beginning insisted 
on sharply delegated powers, with adequate 
checks and balances, lest the sovereign yoke 
we enthusiastically and gallantly threw off 
in the Revolution reappear to destroy our 
political liberty. It is quite explainable, 
therefore, that a government of powers wide- 
ly distributed into carefully segregated and 
insulated compartments should function un- 
der normal conditions and should fail us al- 
together when the avalanche comes on. It 
may be that we shall have to consider some 
method of putting extraordinary powers in 
the hands of the President in times like 
these. 


Cry for Leadership and Integrated 
Responsibility 

There is another difficulty which, although 
recognized before, has been emphasized by 
what has happened recently. We have made 
great progress in this country by the segre- 
gation of our production into highly special- 
ized departments, where both men and ma- 
chines function to produce cheaply and effi- 
ciently for our economic welfare. Even in 
our social organization we ask for specialized 
schools, specialized hospitals, specialized sur- 
geons, physicians and nurses, in order that 
we may avoid the tragedy of unskilled hands. 
Naturally that has led to extreme specializa- 
tion in our education. 

We put our students, particularly in the 
colleges, under highly specialized instructors, 
and as the process goes on, each instructor 
occupies an increasingly narrow field. I use 
narrowness not as a term of reproach, but 
as the necessary concomitant of increasing 
specialization. This is just as inevitable as 
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it is that the field of the microscope be di- 
minished as the magnification of the object 
is increased. Is it not worth considering 
whether there should be more courses in 
training for general overhead which will 
bring at least to a few, and probably those 
least fit for specialized work, the understand- 
ing which is necessary to see the field as a 
whole and to deal with these segregated. spe- 
cialized activities as intersupporting units of 
a single body? 

When the trouble comes we need someone 
with understanding and with power to mar- 
shal all our forces, to direct the course of the 
avalanche so that the least damage may be 
done, and to stop it if possible. We not only 
lack the machinery to give such men power, 
but we lack also men with adequate training 
and understanding to exercise it. 

The insistent cry for leadership and for 
central planning which is arising on all sides 
is the instinctive call of the masses for inte- 
grated responsibility and power in this highly 
specialized world of ours. 


Letting Economic Depression Run Its Course 
if we are willing to let this economic de- 
pression run its course regardless of human 
suffering, economists may tell you that it 
would undoubtedly find its bottom quickly. 
and from that foundation a new and sound 
economic structure might be rebuilt. They 
may tell you that it would have been better 
trom the purely economic standpoint to have 
let this force spend itself by a quick and 
precipitant drop from top to bottom rather 
than to let it grind its way slowly toward 
what they regard as its inevitable end. 

I do not know whether the economists are 
right about it. I do know that I like the 
spirit of a people which fights every inch of 
retrogression, whether it be in its culture, in 
its living standards, in its social and educa- 
tional work, and even in its hopes for the 
future, extravagant though they be. We have 
become too sensitive to human suffering to 
let this economic movement run its course. 
Our social conscience will not permit it. Our 
political organization cannot permit it, and 
so we have every kind of proposal, wise and 
unwise, to reverse the trend. Even our eeo- 
nomic organization itself, which theoretically 
might benefit by a bottom quickly reached, 
is too sensitive both to social and political in- 
fluence to permit it to be done. 

When the history of this period shall have 
been written, it may be found that our efforts 
at retardation and relief were unwise; that 
even though the principle was sound that 
many of the steps taken to carry out the 
principle were unsound. Failure of execu- 


tion, however, will not discredit our purpose. 
The future generation will do better. 


Avoiding False Standards of Living 

We said extravagantly optimistic things 
five years ago. We say extravagantly pessi- 
mistic things today. Somewhere you must 
strike the balance to find the truth. For ex- 
ample, people will say that our living stand- 
ards were too high and that we could not 
hope to maintain them. It was not our 
standards of living which were at fault. The 
trouble was we could not stand prosperity. 
Not satisfied with the daily earnings of our la- 
bor, we undertook to gain more by speculation 
until literally millions of our people regarded 
their legitimate income from honest jobs as 
too small to measure their mode of life and 
went on the general picnic of throwing ticker- 
tape into the air. And they “called the name 
thereof Manna; and it was like the coriander 
seed, white; and the taste of it was like wa- 
fers made with honey.” 

The fact is that we no longer sought high, 
living standards from honest labor, but ex- 
travagances from dishonest gains. This su- 
perimposed on an unbalanced economic base 
started our avalanche. The answer is that 
we must stand by high living standards from 
honest and productive labor and set our faces 
firmly against extravagance from dishonest 
and unproductive gains. 

Not only did the individual become careless 
of his expenditures, but he permitted and 
even encouraged his government to become 
careless of its expenditures. The question no 
longer was whether a man or a government 
could pay its debts. It was whether or not 
his current income was sufficient to pay in- 
terest on his debts. The point I wish to 
make is that not only did the disciplinary 
morale of the individual in prosperity break 
down, but that of our political and economic 
institutions did so too. They all became care- 
less about the relationship of compensation 
to honest service. So it will not be enough 
to look after our own affairs by self-dis- 
cipline. We will have to extend those re- 
straints to government, to the concerns which 
we administer, and to the entire economic 
organization of the nation. ‘That does not 
mean lowering the standards of living. It 
only means the prevention of false standards 
and so escape the ultimate ruin which such 
standards inevitably impose. 


Formula for Action 
We must beware of slogans, catch phrases, 
and generalities which are so prodigally scat- 
tered about with solemn manner and in unc- 
tuous phrase. In times less critical, we could 
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accept sweeping words as the indicator of an 
attitude of mind and trust that by and large 
definitive progress corresponding to the state 
of mind would be adopted. From such gen- 
eral statements men were said to be conser- 
vative or liberal. 

Now I think we must require more. Pre- 
cise and definitive statements of a policy or 
program must supersede ambiguous declara- 
tions and clever wise-cracks. 

After all, I think the appraisal of this time 
will be not that we did too little, but that we 
tried to do too much. In the political, social 
and economic field we undertook larger obli- 
gations on shorter maturities than we could 
meet. And so we are in the unfortunate po- 
sition of seeking a standstill, not as a basis 
of repudiation, but as an opportunity for ful- 
fillment. 

(Epitor’s Note: Following are salient 
portions of an address by Mr. Young in which 
he presented his conclusions as to the most 
vital and pressing of America’s domestic and 
international economic problems, namely 
those dealing with the disposition of surplus 
in agriculture, raw material, industrial ca- 
pacity, services and of savings and funds 
for investment, all of which have application 
to the situation today.) 

The people of America, and particularly 
the farmers with their agricultural surplus 
and the wage earners with unemployment, 
must learn that the solution of their problem 
lies, not in a narrow isolation of America 
from the rest of the world, not in an insula- 
tion of our economic structure but in the 
broadening of our interests, the extension of 
our aid, the development of our credit ma- 
chinery, the improvement of the economic 
conditions of other folks in order that they 
may buy what we so badly need to sell. 


Racketeers in Economics and Politics 

The enemies of the rapid realization of 
that desired end in America are suspicion, a 
narrowness of sympathy and point of view, 
both political and economic, a tendency to 
treat other peoples as our economic enemies 
rather than our friends, a threatening na- 
tionalism which in its extremes is dangerous 
to peace and good will. All of these things 
are too often played upon for selfish ends by 
racketeers both in economics and in politics. 
This country and the world has no use for 
them. Racketeers in finance are not one whit 
better—in some cases they are worse—than 
the gunmen who likewise take their toll from 
society. At least it may be said of the latter 
that they show physical courage. And the 
political racketeer is certainly no better than 
the rest. He gambles recklessly for his own 


advantage with destructive policies both at 
home and abroad, which ultimately ends in 
the very economic depression which we seek 
to avoid. 

There is no success for the American peo- 
ple through destructive policies based on sus- 
picion of another’s motives, or on envy of his 
success. I have great hope that the good 
sense and fine spirit of America will over- 
come promptly these poisonous infections, 
and that we will destroy those would-be lead- 
ers, both in public and in private life, whose 
chief stock in trade is the public or private 
assassination of American good-will on which 
our prosperity must be based. 

How can we market either our agricultural 
or industrial surplus to the world so long as 
we act on the principle that we are not in- 
terested in the welfare of anyone but our- 
selves? I had hoped that that old doctrine 
of narrow and self-destroying selfishness was 
being supplanted in this new day by a con- 
sciousness that men helped themselves the 
most by helping others too. Isolation in our 
politics, exclusion in our tariff, means that 
we will retain as a just penalty to our own 
littleness the surpluses which we might oth- 
erwise market to the peoples of the world, 
and which, so long as they stay with us, de- 
stroy our own prosperity. 

Functions of International Banking 

And now let me speak of the use of our 
savings, that is to say our fund for invest- 
ment. Shall we use it exclusively at home, 
as many so strongly urge, or is it wise in the 
national interest and in the interest of the 
individual investor to use some part of it 
abroad? It has become a habit in certain 
quarters to malign the so-called international 
bankers. They are charged with selling the 
financial resources of America abroad to 
make a profit for themselves. A moment’s re- 
flection will prove that the attacks made on 
them are either ignorant or malicious. The 
first I can forgive; the second I can ignore, 
because intentional malice in America will 
soon make a victim of the man who uses it. 

Let us see what the international bankers 
do. One thing they do is to offer in the 
American market bonds or other securities 
of foreign governments or businesses. What 
is taken out of America in payment for these 
obligations? One would think, to hear many 
of the charges, that the international bankers 
loaded ships with American currency and 
sent it abroad in payment of the securities 
sold here. They forget that American cur- 
rency would be of no service to the foreign 
borrowers. One would think that the inter- 
national bankers loaded ships with our gold 
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to pay for the obligations sold here. And yet, 
in the last ten years, something like ten bil- 
lions of dollars of foreign obligations have 
been sold in America, and during that period 
our net stock of gold has increased. Well, 
if we do not send out in payment of foreign 
securities our currency or our gold, what do 
we send? The answer is simple. We send 
American goods. 


Developing World’s Credit Facilities 

I venture the statement that these much 
maligned international bankers have done 
more in the last ten years, and will do more 
in the next ten, for the relief of our farmer 
and our industry than all the government 
agencies which have been or can be em- 
ployed. The further development of our in- 
ternational finance, the better development of 
the world’s credit facilities, will more than 
anything else create actual buyers for our 
surplus of wheat, cotton, and the products 
of our mines and factories. Just as our own 
banking facilities have promoted the pur- 
chase by our own people of larger quantities 
and more diversified kinds of goods, irre- 
spective of where they may be made in the 
United States, so an improvement in interna- 
tional credit machinery will be of the great- 
est benefit to the United States as a creditor 
nation having surpluses to sell. 

In fact, either international finance and 
credit must be developed to a much greater 
degree than now, or our tariff will have to 
go if we wish to sell our agricultural and in- 
dustrial surplus abroad. Something must 
come in if wheat and cotton and meat are to 
go out. In the long run the only things to 
eome in are either commodities, including 
gold, or foreign obligations. 

The dividing line between prosperity and 
the want of it is so sensitive that all our 
surpluses vitally affect it. They may repre- 
sent only a small percentage of our total vol- 
ume, as in fact they do, but unless they are 
wisely and intelligently handled they are 
bound to create disaster. In fact, our sur- 
pluses are a kind of governor of our eco- 
nomic engine. Either they blow off at the 
appropriate time or the engine blows up. Any 
use of our credit which will move these sur- 
pluses at the right time and in the right 
volume is one of the most effective services 
which our surplus savings can render to the 
prosperity of this country. But someone 
Says we cannot go on always taking foreign 
obligations for our exports. There will be 
an end in time. Yes, but if our credits are 
wisely extended, the ratio of our foreign ob- 
ligations to the capacity of the world to pay 
will be a diminishing one. 


Using Surplus Savings Wisely 

My friend, Sir Josiah Stamp, has _ help- 
fully called attention to the fact that the 
pieces of paper which serve as bonds, notes, 
bills of exchange and certificates of stock, 
are not things of consequence in themselves. 
They are merely the symbols of something 
which is taking place. Their use reflects in 
some form human effort and the distribution 
of its produce. This great movement of 
pieces of paper, which we reckon as interna- 
tional finance, amounts to nothing except as 
it evidences a great interchange of goods and 
services throughout the world. 'Therefore— 
and this is a point which I wish to drive 
home—when foreign obligations are coming 
to America, American surpluses are being 
moved out. Farmers and industries are be- 
ing benefited. Instead of diminishing such 
movements, America needs right now to have 
them increased. It will be the salvation of 
any farm relief program. It will aid our in- 
dustries and our mines. It will help with 
our unemployment. This means that we* 
should use some part of our surplus savings 
wisely to increase the consuming power of 
other peoples. 


World Wide Economic Program 

When our political policy in international 
affairs becomes cooperative in spirit, which 
need not involve us in entanglements or al- 
liances; when our economic policy looks to 
the economic development of the world as a 
whole and the improvement of living stand- 
ards everywhere; when our tariffs and our 
treaties are made to evidence this spirit (be- 
cause we are under suspicion now); then we 
may hope for effective plans for farm re- 
lief, for reduction of our surplus of raw ma- 
terials and manufactured goods, for relief 
of unemployment, and for—what is most im- 
portant of all—a better spirit of all nations 
towards us and towards each other. ‘That 
means peace, and peace thrives in a world of 
contentment and mutual welfare. 

What shall our policy be? Whatever it is, 
it must be a large and all-embracing one. We 
cannot have a world-wide economic program 
if it is to be defeated by a narrow political 
policy. It does no good for businesses to 
send their representatives to foreign coun- 
tries to sell our surplus goods if, politically, 
we ruthlessly offend the very customers they 
are trying to create. We may tax ourselves 
in huge amounts to buy a farm surplus, but 
we will have to move it out of America or 
that program will fail. After all the con- 
suming power of the world has to be raised 
but little to take care of the surpluses which 
cause so much disaster to ourselves. 
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RELEASING BANK CREDIT FOR BUSINESS RECOVERY 


SIGNIFICANCE OF NATIONWIDE MOVEMENT TO STIMULATE USE OF 
TRADE ACCEPTANCES 


ROBERT H. BEAN 


Executive Manager, American Acceptance Council 








(Ep1ror’s Note: Among the forces converging for attack upon the entrenchments of 
depression and to restore the business morale of the nation, perhaps the most important is 
the recent country-wide organization of leading bankers and business men to encourage the 
use of trade acceptances as a direct means of stimulating the flow of impounded bank credit 
into commercial and industrial channels. The United States has lagged far behind in availing 


itself of this acknowledged and valuable form of credit financing. 


Mr. Bean describes the 


new movement and the advantages of substituting trade acceptances for open book accounts, 
affording the highest grade of self-liquidating paper, an ideal commercial bank investment 


and as a basis for currency note issue.) 


O make immediately available the con- 

gested supplies of bank credit in this 

country is one of the outstanding needs 
of the hour. Important recent developments 
point toward the solution of this problem of 
credit distribution by means of an instrument 
which is recognized, from both the commer- 
cial and the banking standpoints, as furnish- 
ing a broader extension of credit than any 
other form of credit financing employed di- 
rectly in domestic trade, namely the trade 
acceptance. Those who have guided the re- 
cent developments of the trade acceptance 
system confidently believe they are witness- 
ing the turning of the tide in the most se- 
vere industrial depression within the mem- 
ory of the present generation. 


Nationwide Cooperative Movement 


There is now in process of organization a 
nationwide movement to stimulate the use 
of trade acceptance in domestic business as 
an effective approach to the release of bank- 
ing credit and increasing movements of man- 
ufactured goods and raw materials, thereby 
increasing employment. Within a compara- 
tively short time committees of bankers and 
business leaders in each of the twelve Fed- 
eral Reserve districts will be organized to 
lend their active cooperation to this move- 
ment to expand credit. This new impetus to 
the adoption of trade acceptance and as a 
substitute for open book accounts, owes its 
inception to the strong endorsement given to 
this well-known credit instrument by the 
committee of bankers and _ industrialists 


headed by Owen D. Young. This committee 
placed the stamp of its approval on the 
nationwide mechanism now being set up to 
promote the use of trade acceptances and 
the development of the “open market” to 
facilitate the movement of acceptances. Co- 
ordinating the activities of the trade accept- 
ance committees in the twelve Federal Re- 
serve districts will be a special trade ac- 
ceptance committee of the American Accept- 
ance Council, the members of which have 
been selected because of their long and inti- 
mate association with the Council in the 
educational campaign it has conducted in 
behalf of the bankers’ and trade acceptance, 
as well as the development of the discount 
market in American finance. 


Logical and Timely Development 

There is every assurance that most of the 
impediments to acceptance financing created 
by the indifference and opposition of bank- 
ing officials are about to be removed. Many 
bankers are now pledged to accord favorable 
reception to the trade acceptances brought 
to them by their customers. In doing so, 
they are actuated by the conviction that the 
trade acceptance contains all the elements of 
the highest grade self-liquidating commer- 
cial paper of short maturity, the best type 
of commercial bank investment and a recog- 
nized basis for currency note issues by the 
Federal Reserve banks. 

Revival of the cooperative effort to rein- 
troduce the trade acceptance in domestic fi- 
nancing is a logical development of the pres- 
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ent period. Recovery from the industrial de- 
pression will be effected only through the full 
utilization of every available resource, and 
the release of those which are fettered by 
unfavorable conditions at home and abroad. 
Thousands of business concerns whose banks 
now hesitate to extend credit on single-name 
paper, will, through the instrumentality of 
the trade acceptance, find access to an im- 
portant supplementary credit reservoir. 

The type and measure of cooperation 
which financial and industrial organizations 
have given in the campaign for better credit 
conditions is well illustrated by the action of 
President Magnus W. Alexander of the In- 
dustrial Conference Board. In a letter to 
the membership of that important body, Mr. 
Alexander emphasizes the superiority of the 
trade acceptance as a credit instrument and 
urges all members to familiarize themselves, 
through the proper channels, with the prac- 
tical operation of the acceptance in the finan- 
cing of domestic trade. 

No Valid Arguments Against Trade 
Acceptances 

Ample testimony to the high regard in 
which the trade acceptance had been held 
by representative American industrial and 
commercial concerns is furnished by the 
celerity with which they have adopted the 
acceptance method in their own credit de- 
partments. Particularly gratifying has been 
the fact that the acceptance has been within 
“asy access of all commercial concerns, big 
or little, and that many of them have already 
hac suflicient experience with the acceptance 
to commend its use to others. 

There has never been any valid argument 
against the use of trade acceptances in set- 
tlement of invoices covering the shipment of 
goods on terms of thirty days or more. Those 
who have used them extensively over a _ pe- 
riod of twenty years testify enthusiastically 
to the excellent results they have received 
in lengthening and strengthening credit lines 
and extending the turnover to their own and 
other concerns. 

The small concerns which can show the 
indorsement of any one of the thousands of 
highly rated corporations with whom they 
transact business have an irresistible argu- 
ment for the banker who has been inclined 
to tighten credit lines. The banker realizes 
that the paper has been placed on a much 
higher credit basis by the indorsement of 
two or more solvent concerns, while its elig- 
ibility to rediscount at the Federal Reserve 
banks enables it to play an important part 
in the smooth operation of the country’s 
credit mechanism. 


American manufacturing companies which 
have been cutting the corners in operating 
expenses, and exerting strenuous efforts to 
increase their volume of incoming business, 
have recognized in the trade acceptance a 
valuable aid to economy and efficiency in 
the conduct of their business. ‘The accept- 
ance will put the trade of this country on 
more nearly a cash basis than at any pre- 
vious period, a most desirable factor at this 
particular time. 

Expansion of “Open Market’’ 

Rapid progress in facilitating the use of 
the acceptance is reflected in the creation, by 
prominent bill dealers, of an open market 
for the trade acceptance. Within a_ short 
time these dealers, who are expert judges of 
security values, will be prepared to publish 
quotations on all maturities of prime name 
trade acceptances, as well as to provide such 
acceptances for the investors who have al- 
ready expressed a desire to place a portion 
of their surplus funds in this form of invest- 
ment. 

Thus the “trade bill,” which for centuries 
has occupied such an important place in the 
financing and banking mechanism of the 
older countries of Europe, should within a 
comparatively short period point the way to 
better and more desirable methods of finan- 
cing the movement of commodities in domes- 
tic trade. Both bankers and industrial heads 
now recognize in the trade acceptance the 
ideal instrument for bridging the gap be- 
tween the abundant credit supplies of the 
American banks and the vast fields of indus- 
trial and agricultural production from which 
the requirements of the markets are met. 


Acceptance Essentials 


There is nothing complicated about the 
system. In a word, the trade acceptance is 
simply a time draft drawn by the seller upon 
the purchaser of goods, covering a_ specific 
transaction or series of transactions, and in 
due time ACCEPTED by the buyer. When re- 
turned to the seller, with the date and place 
of payment plainly designated, and when 
indorsed by the maker of the draft and pre- 
sented to the bank the trade acceptance then 
constitutes a desirable form of two-name 
commercial paper and, if maturing within 
ninety days, eligible for rediscount at the 
Federal Reserve banks. 

There are obviously two underlying requi- 
sites for the satisfactory promotion of the 
trade acceptance system at this time: 

First: Acceptances must arise from live 
transactions and measure up to the standards 
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of highest grade paper. The source of sup- 
ply must be pure and untainted. 

Second: The banking institutions, with 
due regard to these requirements, must be 
ready to cooperate by extending their facili- 
ties to the purchasing or discounting of ac- 
ceptances. This is a matter of helpful co- 
operation and mutual benefit. No merchant 
should expect favored treatment unless his 
acceptances measure up to requirements, and 
no banker can afford to pass up an oppor- 
tunity to gainfully extend his services pro- 
vided the credit reseryoirs are unimpaired. 

Self-liquidating trade acceptances arising 
from specific commercial transactions, in the 
long run, exert comparatively little strain on 
the credit resources of the country. As long 
as this quality of automatic liquidation can 
be maintained, the acceptance assists, rather 
than impedes, the process of creating new 
currency and credit supplies for the benefit 
of the country at large. 

Leaders of business must recognize their 
responsibility in preserving the status of the 
trade acceptance upon the highest possible 
plane. Having received the desired coopera- 
tion from their banker, they must accept re- 
sponsibility for the discharge of the obliga- 
tion involved. Trade acceptances must be 
paid promptly at maturity. 


“Cash Discounts” 

Robert H. Treman, former deputy gov- 
ernor of the Federal Reserve Bank of New 
York, and a recognized authority on commer- 
cial credit, has pointed out that the use of 
the trade acceptance will “do more to in- 
crease American financial efficiency than al- 
most any other factor, whereas the open 
book account system is wasteful and _ ineffi- 
cient.” 

Mr. Treman made a survey of commercial 
collections among manufacturers and job- 
bers of hardware. His canvass showed that 
among manufacturers where the terms are 
“2 per cent premium for cash in ten days,” 
the average time of payment is 15 days. For 
those who take the option of the 60 day 
credit period, the average payment is in 
from 75 to SO days, and ten per cent or more 
of the customers take 90 days or more. 


As to jobbers, continues Mr. Treman, “the 
report show that throughout the country 
generally from 40 to 50 per cent of buyers 
discount their bills within 15 days after pur- 
chase, while of those who take the 60-day 
option, from 25 to 30 per cent pay ‘promptly’ 
or within one month following the 60-day 
maturity. Of the remaining 20 per cent, only 
about one-half pay in the period between 


three and four months after purchase, while 
the other half pay in from four to six 
months or never, notwithstanding that the 
terms of sale agreed upon were for a credit 
of only 60 days.” 

The inevitable conclusion is that there are 
“defects in the present credit methods which 
should and can be corrected.” When a buyer 
fails to pay his bill at the specified time he 
is forcing the seller to carry the account on 
his own capital with no compensation for 
this in the selling price of the article sold. 
Recognition of defects in any credit system 
obviously imposes a clear responsibility to 
remove them swiftly and effectively. There 
has never been a better time to press for the 
effective and systematic use of the trade ac- 
ceptance. 


oo 


REGULATION CLARIFIES FEDERAL 
ESTATE TAX 


A new regulation relating to the disputed 
feature of the estate tax law applying to 
transfers made in contemplation of death 
has been issued by the Commissioner of In- 
ternal Revenue, with the approval of Secre- 
tary Mills. “Where the executor contends 
that the transfer was not made in contempla- 
tion of death he must file with the return 
sworn statements, in duplicate, of all the ma- 
terial facts, including, among other things, 
the decedent’s motive in making the trans- 
fer and his mental and physical condition at 
that time, and one copy of the death certifi- 
cate,” the new regulation provides. 

The Bureau of Internal Revenue had con- 
tended that transfers made within two years 
of the death of a decedent were made in con- 
templation of death and the bureau included 
the value of the property so transferred in 
the gross estate. The Board of Tax Appeals 
ruled in the Robert Todd Lincoln case that 
the section of the law providing that trans- 
fers made within two years of death were 
in contemplation of death was unconstitu- 
tional. <A similar ruling was made by the 
Supreme Court. 

Based on the decisions, the bureau _ pro- 
vided regulations under which the executor 
or administrator of an estate can establish 
the facts with the filing of the estate tax re- 
turn. “Where property was transferred by 
the decedent who reserved a power to alter, 
amend or revoke the transfer and such pow- 
er was relinquished in contemplation of 
death, the value of the property should be 
included in the gross estate,’ the Commis- 
sioner ruled. 
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COMPANIES 


It’s Our Job to Manage 
Estates and Trusts 





CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


22 William Street—New York 
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CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
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Its ease of operation 


PROMOTES SPEED and ACCURACY 







¢ 


BURROUGHS 
TRUST 
MACHINE 


+ 








125.45 
126.77 
119.90 
1,294.90 


Barroughs Trust Machine performs so 
many of its operations automatically, or 





by the depression of a single key, that 





The casringe of Burroughs Trust Machine 
automatically tabulates and aligns dollars 
under dollars, cents under cents; no decimal 
tabulator keys to select and depress. 





operators say, ‘““The machine does most 
of the work!” 
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OTHER OUTSTANDING 
FEATURES 


Flat surface for quick insertion and accurate 
alignment of forms. Cylinder platen for 
speed in posting. 





This ease of operation naturally results in 







greater speed in posting . . . and the pro- 






duction of neater, more accurate, more 







up-to-date records for the trust officer. 





Totals and balances printed by one depres- 
sion of balance key. No copying, figure by 
figure, from adding dials. 






For full particulars showing the character 


Complete date—month, day and year—printed 
automatically. 





and the quantity of the work done by 





A correction key permits correcting amounts 
before printing and calculating. 





Burroughs Trust Machine. . . its adapt- 






ability to any accounting plan... and 






Decreases are automatically subtracted and 


how it is cutting expenses in trust depart- satsastvilndisncsiimenies 






O.D. balances designated by symbol, in red. 
ments everywhere . . . telephone the local : : 

Keyboards—typewriter and adding machine 
—condensed in small area for efficient 
operation. 






Burroughs office, or write to Burroughs 
Adding Machine Company, Detroit, Mich. 


Burroughs 





Closed accounts automatically designated by 
the symbol “O”—prevents using previous 
balance. 
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A BANKER DEFENDS THE LIFE INSURANCE COMPANIES 


PROMOTING MUTUAL INTERESTS BETWEEN INSURANCE AND TRUST SERVICE 
THOMAS C. HENNINGS 


President, Trust Division, American Bankers Association and Vice-president, Mercantile-Commerce 
Bank & Trust Company, St. Louis 








(Epiror’s Nore: Af a time like the present when hardly any class of financial insti- 
tution has been exempt from the circulation of baseless or exaggerated statements, it is well 
to reaffirm the ties of mutual service and common interests which should govern the relations 
between banks and trust companies as corporate fiduciaries and life insurance companies 
and underwriters. Mr. Hennings makes clear that banks and trust companies uphold in 
their business relations the integrity and safety of life insurance business. The unquestioned 
safety and stability of trust administration likewise justifies life insurance interests to affirm 


public faith toward trust service.) 


T recently has come rather forcefully to 

my attention that insidious whispering 

against the financial stability of life in- 
surance policies is being carried on in some 
quarters. When such unfounded rumors gain 
circulation, the best way to meet them is 
face to face. Financial institutions through 
their contact with life insurance are in posi- 
tion to assure the public that by far the 
larger percentage of our insurance companies 
are sound and are weathering the economic 
storm in splendid and commendable fashion. 

It is true that some of the smaller com- 
panies are in the hands of receivers, mergers 
have taken place and the business of others 
has been reinsured, but these exceptions do 
not affect the soundness of the life insurance 
structure as a whole. It would be no less 
than a miracle if any type of business could 
pass through such economic upheavals as 
we have been witnessing without a few dis- 
turbances. 


Bulwark Against Economic Distress 

As a matter of fact, life insurance, with 
its accumulated reserves, has proved a great 
bulwark against economic distress. It has 
tended to promote social and financial sta- 
bility both in times of prosperity and in ad- 
versity. Its funds have gone into construc- 
tive channels of industry and trade, advanc- 
ing the common welfare of individuals, com- 
munities and nations. 

This being the case, then, it is important 
that friends of life insurance join in the 
effort to prevent the spread of adverse and 
untrue statements. Bankers especially should 
be active in maintaining public confidence in 


life insurance. As our institutions have been * 
helpful in maintaining public faith in life 
insurance, we can demonstrate to the public 
that such insurance offers a sane and logical 
way for an individual to quickly create an 
estate which frequently is the poor man’s 
only investment during life. This phase alone 
adds materially to the stabilization of our 
nation. 

Life insurance companies and banks, espe- 
cially the trust departments of banks, have 
many interests in common; the welfare of 
one is largely the welfare of the other. Both 
are concerned with estates; both exercise the 
functions of a custodian or trustee of the 
funds of other people; each is working 
toward the conservation of wealth; and both 
are indispensable aids to modern business. 


Cooperation Between Life and Trust 
Companies 

Banks and life insurance companies have 
cooperated in safeguarding investments in 
splendid fashion in recent years. Many banks 
have engaged in extensive campaigns to fur- 
ther the cause of life insurance which have 
had an important influence in the develop- 
ment of the life insurance business. By com- 
bining their ideas of creating an adequate 
estate through life insurance and then safe- 
guarding the estate through the medium of a 
life insurance trust, insurance companies and 
banks have benefited not only themselves but 

the individuals and business ‘firms as well. 
With so many interests in common, it is 
but natural that banks and insurance com- 
panies should stand prepared at all times to 
defend one another from unjust and un- 
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MOST for the LEAST 


bees Lawyers Mortgage Com ng has 
been in business continuously for 38 
— because—like any truly successful 


usiness — it renders a valuable service 
for a moderate charge. 


This service consists in furnishing the 
experience and judgment to select good 
mortgages, in paying our investors their 
interest the day it is due, in attending to 
all details during the life of the mortgage, 


and in guaranteeing the payment of every 
mortgage held by our clients. This ser- 
vice, for which the Lawyers Mortgage 
Company receives %% per annum as a 
Guarantee Premium, is the most favor- 
able contract issued to investors in any 


financial field. 


We offer Guaranteed Mortgages and Cer- 
tificates to net 514% guaranteed. You may 
begin with $100 or more. 


LAWYERS MORTGAGE 


COMPANY 
Capital and Surplus $22,000,000 Richard M. Hurd, President 
345 Madison Avenue, at 44th Street, New York City 


Branch Offices: Brooklyn 


Jamaica Mount Vernon 





merited criticism. It is pleasing to note that 
insurance men as a general rule have been 
quick to resent unwarranted attacks on the 
stability of ‘banks and the safety of trust 
funds placed with trust companies and banks. 

I am sorry to learn that some misinformed 
insurance salesmen and some home office 
officials have questioned the advisability of 
the establishment of insurance trusts with 
financial institutions as trustees but it is my 
belief that such individuals have not stopped 
to analyze the situation and have not fully 
understood that the reports of bank commis- 
sioners throughout the union indicate that 
trust funds held in financial institutions are 
secure—that such funds are not subject to 
the hazard of general banking conditions. 

We all understand that owing to the fever- 
ish condition of the stock market, securities 
which are held by banks, trust companies or 
insurance companies are quoted at figures 
much less than their intrinsic values. For 
that reason we must realize that nothing con- 
structive can be gained by raising questions 
in regard to the financial stability or the 
investment judgment of financial institutions. 
With these facts in mind, should not bankers 
aud insurance men pull together to conserve 
in the best way possible property in the pos- 
session of the public we serve? 


“DECLARATION OF PRINCIPLES” 
ADOPTED BY PENNSYLVANIA 
BAR ASSOCIATION 

The “Declaration of Principles’? proposed 
by a special committee of the Pennsylvania 
sar Association and adopted by the Penn- 
sylvania Bankers Association at the recent 
annual meeting as a basis for reconciling re- 
lations between trust companies and the legal 
profession as to “legal practice’ has also been 
approved by the Pennsylvania Bar <Associa- 
tion at the annual meeting of that associa- 
tion. This platform provides also for the 
appointment of a committee of six of which 
three shall represent the bar association and 
three the Pennsylvania Bankers Association. 
It will be the function of this committee to 
consider any matter presented to it in viola- 
tion of the spirit or letter of the declaration 
of principles and to take such action thereto 
as may seem advisable. The text of the 
“Declaration of Principles’ was published 
in the May issue of Trust COMPANIEs. 

The Bar Association appended the follow- 
ing reservation: “Nothing contained in the 
report shall be considered as in any way 
superseding or interfering with the conduct 
of committees appointed by local Bar Asso- 
ciations to deal in their own counties with 
the unauthorized practice of the law.” 





“THE MEEK SHALL INHERIT THE EARTH” 


SAFETY FIRST IN TRUST ADMINISTRATION 


A. R. HORR 
Vice-president, Cleveland Trust Company 


(Epiror’s Norte: 


When the craze for speculative profits was at its zenith the trust 


officer was importuned and often berated by beneficiaries of trusts for refusing to shift sound 


bonds into common stocks. 


Today these same people are grateful for the conservatism of 


trust administration which adheres to its true function of conservaticn and safety first rather 
than creation or speculative enhancement of wealth.) 


E are beginning to understand the 

profundity of wisdom behind the 

biblical assertion, “The meek shall 
inherit the earth.” This is the day of the 
meek. The arrogant have pretty much faded 
from the picture. Many times during the 
hectic years 1927, 1928 and 1929 the meek 
officers of the Estates Department were 
scoffed at by beneficiaries of trusts who 
aspired to more income and the certain prof- 
its which they said would follow shifting 
from sound bonds into common stocks. Some 
of them reviled their ancestors who in creat- 
ing these trusts restricted them to a moder- 
ate. income when all their friends were 
luxuriating in new-found wealth. 


Clinging to Old-Fashioned Ideals 


They demanded to know: Could we not 
realize that we were living in a new era 
and the old investment standards belonged 
in the scrap heap? America had become a 
creditor nation with all the world paying her 
tribute. Nothing could stop or materially 
slow down her triumphant progress. The ex- 
tent of the intangible values behind the 
common stocks of our great corporations 
baffied the imagination. Eager young men 
whose property was in our control, instead 
of their own, could not possibly understand 
our lack of imagination. 

It was not easy to turn a deaf ear to 
these appeals. Paper fortunes were being 
made on every side. We wavered a little. We 
went so far as to discuss investment trusts 
as a medium of trust investment, but we 
could not break away from our old-fashioned 
ideals. Somehow we couldn’t forget that a 
holder of common stock is in reality a part- 
ner in the enterprise, whereas a creditor has 
a different status. He must be paid at a 


definite date if the business is to continue. 
We were not arrogant in respect to our own 
opinions. We were almost ashamed of them, 
but not quite. We were meek and humble. 
Another day has dawned. Somehow that, 
expression does not quite fit. Let us rather 
say that the new era has vanished and 
night has fallen. It is not eternal night and 
eventually the sun will shine again, but it 
will not be the sun of the late “new era.” 


How Have Trusts Stood the Test? 

In the world-wide shrinkage of wealth and 
evaporation of values, how have our trusts 
stood the test? Of course, they have been 
affected and so has every other form of 
wealth. Wisest of all men were those who 
cautiously kept their money in the bank. 
They have more dollars than before with 
greatly enhanced purchasing power. They 
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(the men as well as the dollars) are now a 
‘ather scarce article. 

In reviewing our own record, we find it 
is quite different in respect to the two gen- 
eral classes of trusts. Where there was 
turned over to us a definite amount of money 
with unrestricted investing powers, the result 
has been good. The income from these trusts 
has not suffered seriously. There have been 
few defaults and as a rule the beneficiaries 
have not been called upon to make material 
sacrifices. 

Experience With Revocable Trusts 

In the other type of trust—the revocable 
trust—where the donor retained power to 
change investments, withdraw cash and buy 
bonds: or stocks of his own selection, the out- 
come in many cases was not so good. Some 
of these people were venturesome and _ bor- 
rowed too much money. Certainly, we have 
not encouraged our trust customers to specu- 
late—but from the vantage point of our most 
excellent hind-sight we now wish that we had 
combatted those tendencies even more vigor- 
ously ‘than we did. It is easy to say that 
now—it was difficult to battle with a _ busi- 
ness man in regard to speculative investments 
about which he believed he had reliable in- 
formation. 


Undoubtedly we will try more vigorously 
in the future to persuade living donors to 
create real trusts. By this is meant a clear 
understanding by the donor that the func- 
tion of a trust company is not to increase 
wealth but to conserve the accumulations of 
its clients and realize from them a conserva- 
tive income. Care has been used to avoid 
any different representation in advertising 
our trust functions. Conservation of wealth 
—as contrasted to its creation or increase— 
is a difficult enough problem. It is the only 
true function which a trust company ought 
to undertake. 
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LARGEST TRUST ON RECORD 

The longest trust on record, so far as 
is known from the records of the Surrogate’s 
Court, was disclosed recently with the filing 
of the will of Mrs. Agnes Sands Lawrence. 
Set up in 1859 and in existence for 72 years, 
the trust has outlived four trustees, the last 
of whom died forty years ago, when the old 
Union Trust Company of New York was ap- 
pointed trustee. The Central Hanover Bank 
& Trust Company was named executor in 
Mrs. Lawrence's will, which leaves her in- 
terest in the trust fund to her nephews and 
nieces. 
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NEW ERA IN DEVELOPMENT OF TRUST BUSINESS 


“QUALITY” VERSUS “MASS PRODUCTION” 


A. KEY FOSTER 
Assistant Trust Officer, Birmingham Trust & Savings Company, Birmingham, Ala. 








(Epiror’s Nore: Experiences of the past few years have brought home to trust 
management the necessity of important changes in methods of approach, solicitation and 
acceptance of new trust business. According to Mr. Foster, the past era of high-pressure 
salesmanship and of competitive “‘mass-product” is giving way to development of new 
business on the basis of “‘quality.”’ Mailing lists are subjected to radical revision. A 
greater degree of discrimination and care in selection must be exercised in acceptance of 
business. Mr. Foster also concludes that the living trust and life insurance trust offer 


the most fertile fields for development.) 


BE stand on the threshold of a new 

and more promising era of trust de- 

velopment than the one through 
which we have just passed. I would call this 
new period the “quality” era. A large per- 
centage of the supposedly wealthy prospects 
for trust service have evaporated in a cloud 
of paper profits. Many trust companies, ac- 
tive in the past few years, will find that they 
have on file a great number of wills made 
by testators who are almost, if not quite, in- 
solvent now. These companies are confronted 
with the problem of getting such wills 
changed before they go into effect. It would 
be quite embarrassing to have to renounce or 
decline to act under a will which the bank’s 
prize solicitor had wrested from the testator 
by the use of high pressure methods, but, at 
the same time, it would be a loss to the trust 
company to attempt to act under it. 

The new era presents new problems, but I 
believe we will find an answer to them all 
from our past experiences. Let us go back 
to our first principle of trust development, 
which is, that the true basis for trust solici- 
tation is the record of performance of the 
administration department of the company 
and not the extravagant promises of a so- 
licitor who perhaps knows next to nothing 
about the actual operation of the adminis- 
tration department. 


Correcting the Public Attitude 
The opening wedge for new business de- 
velopment is, of course, advertising; news- 
paper and direct by mail, as the backbone, 
with various other media to meet the needs 
of the particular community. Probably your 
advertising appropriation has undergone a 





certain amount of curtailment, whether prop- 
erly so or not being a question of much di-° 
versity of opinion. Newspaper advertising 
must, of course, continue for obvious reasons. 
The subject matter should be distinctly con- 
servative and dignified in character, with 
greatest emphasis upon educational features. 

Unfortunately, trust departments have been 
included very generally with commercial 
banking in the present undesirable attitude 
of the public toward banks. Our great un- 
dertaking for the immediate future in finan- 
cial advertising in general, is to correct this 
attitude, In trust advertising it is to divorce 
trust work in the minds of the public from 
the broad field of commercial banking. To 
do this, naturally the advertisement must be 
very carefully worded because of the ten- 
dency of the public to misconstrue and to 
misquote what is actually said. Likewise, I 
am convinced that for the present, at least, 
the competitive attitude in newspaper ad- 
vertising should be definitely subdued if not 
entirely eliminated. The record of accom- 
plishment of your trust department will prob- 
ably be your best appeal to the public, but 
presenting this record in newspaper adver- 
tisements calls for a steady hand and a deli- 
eate touch. 

Revising Prospect Lists 

Direct by mail advertising is, I believe, the 
most satisfactory medium of trust advertis- 
ing at the present time. Much more can be 
said and in a more intimate and direct man- 
ner. However, conditions are changing so 
rapidly that to be effective your mailing list 
must be thoroughly revised. Men who were 
splendid prospects three years ago, are dead 
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wood in a mailing list now. On the other 
hand, there are many men in your commu- 
nity, heretofore financially obscure, who will 
emerge from this period of depression as the 
financial leaders of that community. The 
usual methods for securing credit informa- 
tion are very unsatisfactory and misleading. 
Therefore, the person in charge of the trust 
mailing list may well do two things: 

First, I recommend that he reduce the size 
of his list very materially, eliminating all 
of the smaller prospects and all of the elderly 
men whom the depression has broken. Second, 
he should personally investigate each name 
on the list and get definite current credit in- 
formation on each one. If he can’t get any 
current information on a name, have him 
take it out. My theory is that a few good 
names, in times like these, can be worked 
most successfully and, at the same time, the 
high quality of mailing pieces need not be 
changed even though your budget has been 
cut. My own experience is that my mailing 
list has been reduced to one-half of its former 
size and it is being reviewed continually. 

Many learned men are saying now that 
the depression has run its course. If that 
be true, then certainly we are entitled to 
make our plans for better times near at hand. 
Viewed from the angle of trust development, 
now is the time to give careful thought to 
the proper approach to the trust prospect 
in this new era. I am convinced that the 
prospects will soon be in an ideal state of 
mind, Already they are thoroughly con- 
vinced of the need of assistance in invest- 
ment matters, not only for their families, 
when they are gone, but for themselves right 
now. 


There are only two major obstacles to the 
sale of trusts; one is the current attitude 
of the public toward banks and therefore 
trust departments; the other is the excessive 
pessimism of prospects concerning their es- 
tates. The greatest obstacle to selling trusts 
has been the belief on the part of the pros- 
pect that neither he nor his family were 
in need of such service. This is no longer 
true. However, the approach must be radi- 
eally different to meet this new state of mind. 


New Type of Solicitor Called For 

I am convinced that trust new business 
development can only be carried out success- 
fully by personal solicitation, following prop- 
er preliminary advertising. But what pro- 
cedure should the solicitor follow—that is 
the most difficult question. 

In the first place, I believe that there is 
a new type of person called for. He should 
be far enough advanced in years to inspire 


confidence in his business experience and 
knowledge. He should have an easy, pas- 
sive manner and, at the same time, be well 
versed in his subject. I don’t believe there 
is any place for high pressure methods in 
this new type, but instead he must be patient 
and courteous when put off and must be a 
sympathetic listener rather than an oyver- 
powering talker. It is very important also 
that he be able to sell to the prospect’s wife 
—she is going to be a most important factor 
from now on. 

It is my thought that it might be well to 
take the former trust solicitors into the ad- 
ministration department and give to the new 
business department some of the more expe- 
rienced administration men to be trained for 
development work. I believe that such an 
arrangement would be beneficial both ways. 
There are many advantages to such an ar- 
rangement, but most important of all, the 
solicitor in the future must have ever before 
him the important question of whether or 
not the estate of a prospect upon whom he 
is working will prove desirable from the ad- 
ministration department’s point of view. It 
is most important that every piece of business 
in the future be weighed carefully by some- 
one in a position to know its true value be- 
fore it is accepted. 

I think that the public, as a whole, is sold 
upon the trust plan. They also will soon 
regain their former high regard for banks 
and will recognize the distinction between 
banks and trust companies. It then becomes 
a question of selling to the public the in- 
dividual trust company rather than selling 
the general trust plan. I thing that the most 
anpealing feature is to have solicitors in the 
field who have had actual experience in ad- 
ministration work and who are, therefore, in 
a position to point out to the prospect the 
many different ways in which the trust com- 
pany can render to his estate not only the 
efficient and careful business service, for 
which a trust company stands, but also 
friendly and sympathetic assistance to his 
family in their personal and domestic prob- 
lems. The wife of the prospect, as I have 
said, must be sold; she feels that the per- 
sonal side, as it applies to her domestic prob- 
lems, is one for her to consider. As a mat- 
ter of fact, I have felt for some time that 
the chief resentment which the prospect’s 
wife usually harbors against the trust plan 
is the feeling that the trust company is a 
cold, efficient, heartless corporation, to whom 
she will have to go with all manner of per- 
sonal and domestic problems and who will 
not be interested in her affairs or be willing 
to advise with her and help her. Of course 
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just the opposite is true. The trust solicitor 
who has had previous experience in adminis- 
tration work is best qualified to meet such 
objections, if need be, by the recitation of 
actual experiences, 


Developing Business on Quality Basis 


The proper selling of a trust prospect in 
the future is expected to take much more 
time than it has in the past few years, but 
the whole premise of this discussion is based 
upon the fact that this new era is one of 
“quality” rather than “mass development.” 
I believe that one good will, properly se- 
lected, and properly sold in the beginning, 
will be worth more than five, or, perhaps, ten 
wills of unknown value and desirability pro- 
cured by high pressure methods. 

In the past era, the trust prospect was prin- 
cipally interested in the rate of return that 
the trust company might be expected to pro- 
duce—he took it for granted that any mort- 
gage or bond investment might naturally be 
expected to be safe. But since the depression 
a different state of mind has arisen. The 
trust salesman must now be able to show to 
the prospect the reasonable safety of the 
principal rather than the high income return 
of the investment. This, of course, is a very 
desirable state of mind, because, after all, 
the chief virtue of the trust plan is security 
of principal, even though there may be a 
relatively low yield to income. A major 
benefit from this depression is the lesson 
which it has taught the public with regard 
to the relationship of safety to yield. The 
trust solicitor should therefore approach the 
business aspect of trust solicitation by show- 
ing to the prospect the various safeguards 
thrown about the principal in trust invest- 
ments and thereby lead the prospect to ap- 
preciate the security of his investment. 


Insurance Trusts as a Fertile Field 
We are entitled to look to the immediate 


future with optimistic expectation as to the 
development of the field of living trusts. I 
am convinced that the trust companies, in 
the next five years will find the living trust 
their principal item of development. It will, 
of course, prove a very profitable and popular 
medium of service from the trust company * 
angle. I am inclined to change the name of 
this item of service from the “living trust” to 
the “immediate trust,” but whatever the name 
—the trust companies will find that through 
it their departments may be developed rapid- 
ly and soundly and that the other trust serv- 
ices will naturally follow after the immediate 
trust. I say “rapidly” because the immediate 
trust goes into effect at the time of its execu- 
tion and, “soundly” because the trust solici- 
tor is in a position to pass upon the assets 
to be included in the trust and to determine 
accurately whether or not the trust company 
will find it profitable and consequently be 
willing to accept it. I make this statement 
concerning the immediate trust, because I 
believe that a great majority of persons are 
now fully convinced that they are not quali- 
fied to make their own investments. 

There will develop a certain amount of 
competition between the trust companies and 
the life insurance companies in the next few 
years with regard to the old age annuity life 
insurance policies and, perhaps, in some in- 
stance, with regard to the optional settle- 
ment. However, I anticipate that the life 
insurance companies will eventually discover, 
as they have on simliar occasions in the past, 
that it is to their distinct advantage to leave 
this service to the trust companies, where 
trust services are available, and to cooper- 
ate with them to their mutual advantage 
rather than attempt to invade the trust field 
in competition to the immediate trust. 

What I have outlined above constitutes 
my plan in trust development work for the 
immediate future. I feel confident that this 
plan is sound. 
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GIVING THE PUBLIC A TRUE PICTURE OF A BANK’S 
OPERATIONS 


GREATER CLARITY AND FRANKNESS IN BANK STATEMENTS 
J. F. SULLIVAN, JR. 


Vice-president, Crocker First National Bank of San Francisco and President California Bankers Association 





(Epiror’s Norte: 


Unquestionably one of the net results of the avalanche of bank 


failures in*recent years will be a demand on the part of the depositing public for more detail 
and reliable information as to the character and policies of the banking institutions to which 


they entrust their business. 


In other words the American people have become “‘bank con- 


scious”’ and will not be content with the dry, cryptic form of bank statements with which they 


have been supplied in the past. 


Mr. Sullivan in leading the discussion on bank statements 


at the“recent annual meeting of the Association of Reserve City Bankers speaks out boldly 
on the%subject and the wise banker will grant serious consideration to his conclusions.) 


S a result of my efforts to collect 

some data on the subject of bank 

statements I have become more firmly 
convinced than ever that banking, generally 
speaking, is the most poorly managed busi- 
ness in the United States today. The sins 
that have been committed, the fallacious 
practices that have been allowed to continue 
year after year, the utter disregard shown 
by bankers generally toward sensible, intel- 
ligent methods of improving bank profits, 
bring home to me quite clearly the reason 
there has been such a painful lack of bank 
leadership in this country during the last 
two years. The panacea for these ills will 
come either through governmental control, 
or else through the efforts of the Association 
Reserve City Bankers and others like it to 
rectify these things from within our own 
ranks. 

I have been asked to discuss the subject 
of bank statements, whether we should not 
make them more understandable to the lay- 
men. The idea is undoubtedly an admirable 
one, but are we not, if we should decide to 
do this, putting ourselves in the position of 
the man who locked his stable door after 
the horse had gone? We know that for years 
and years the banker has sat back and 
cloaked his business with an air of mysticism, 
comparable only to that with which the Voo- 
doo priests of Africa shroud the witchcraft of 
their religion. Mystery cannot foster confi- 
dence and as a result, during the last few 
years, some banks found themselves down 
on their knees asking their depositors to con- 
tinue to have blind faith in them. Fortun- 


ately, in the majority of these cases, they 
have had this faith, not because they really 
knew the condition their bank was in, but 
because of their confidence in the manage- 
ment, or else an unreasoning loyalty in the 
bank that had been their bank for so many 
years. It is pitiful to think of the many in- 





JERRY F. SULLIVAN, JR. 


Vice-president, Crocker First National Bank of San 
Francisco, who has been elected President of the California 
Bankers Association 








30 


stances where that loyalty has proven un- 
justified and suffered accordingly. 

While I am very firmly convinced that a 
clarified statement is the best and only hon- 
est thing to give, I cannot make up my mind 
just how far or in what direction we should 
allow this thought to lead us. I have taken 
the opportunity recently of asking many 
bankers for their viewpoint on this subject. 
As a result of these interviews, I can only 
say that if I believe in giving the public 
more information, and if I spoke to a hun- 
dred bankers, then the score today is a hun- 
dred to one against me. 


Giving the Public a Clear Statement of 
Condition 

However, in the hope of developing some- 
thing constructive, I am willing to accept 
the crown of martyrdom and say that “Yes, 
I believe in publishing a statement for the 
benefit of the public. One that is honest and 
clear and will give to our depositors the 
knowledge and confidence that they are deal- 
ing with a good, sound bank, managed by 
honest, capable men who know the banking 
business.”” However, as I have said, I am 
afraid the horse may be gone; if we had 
started thirty years ago to publish a state- 
ment that was a true picture of our con- 
dition and at the same time understandable 
by ‘the public, is it not likely that today we 
would haye the confidence of that public to 
a far greater degree than we now have? 
But, we have kept these things to ourselves; 
we have been insulted if an outsider had the 
temerity to so much as ask us in what we 
were investing our secondary reserves—in 
fact, I have seen banking institutions where 
the bond account was such a dim, dark sec- 
ret that two or three of the senior officers 
talked it over in whispers behind closed doors, 
refusing even to let the rest of their associ- 
ates know what they were doing. 

Not only do I feel that the type of state- 
ment we are discussing is a logical thing, 
but I think it will become a necessary thing 
through the demands of the public who, to 
my way of thinking, are becoming, if I may 
coin a phrase, more “bank conscious’. For 
instance, we have during the last twenty 
years, sought and bought deposits on the mis- 
guided psychology that a rapidly growing 
deposit line was what the public wanted to 
see as an indication of our strength. J think, 
today, the public realizes that deposits go 
on the liability side of the bank ledger and 
that the sign of a good bank is not so much 
a growing deposit line as a growing surplus 
account. 
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To more firmly place the crown of martyr- 
dom upon my brow, may I now say that— 
the depositor has a right to more facts and 
details, and he has that right by the same 
token that we ask our borrowers for a de- 
tailed financial statement, because, we must 
all admit that we are just that, borrowers 
from our depositors on an unsecured basis. 


Building Foundation for a Clarified Statement 
We may all agree that today is not the 
time to unburden ourselves of all these de- 
tails into the ears of the public, the shock 
might well indeed, be so great that the pa- 
tient would never recover, but let us look 
ahead a few years and commence in a quiet 
way to build a foundation upon which the 
distribution of a clarified statement may be 
laid with satisfactory results. That founda- 
tion to my mind should consist of a general 
educational plan which will teach the public 
what a bank is, how it operates, what its 
functions are in the community, what its 
obligations are to its depositors, its borrow- 
ers, its. stockholders, under what rules and 
regulations it is allowed to exist. 

Let us show them how the dollar deposited 
with us is used; how a certain percentage is 
kept in cash reserve for their protection; how 
another percentage is put into government 
and other bonds at a low yield because they 
are supposedly readily saleable; how the 
balance is loaned to the canner to can his 
pack, the builder to construct his houses and 
the merchant to stock his shelves; how this 
money is placed out by the banker with due 
consideration of the time element based on 
the normal expectancy of deposit withdraw- 
als; show him how, if for some unknown 
reason, exceptional demands are made on 
those deposits, the loans made to those busi- 
ness men must be called and the resultant 
hardship is community wide. These things, 
simple as our A B C’s to us, are Greek, I 
dare say, to the average depositor. 

It would take but very little of this type 
of education properly gotten up and dis- 
tributed to put your public in an intelligently 
receptive frame of mind where they would 
take your clarified statement for what it is 
worth, diagnose it honestly, and support you 
in full confidence. 


Arguments Against Greater Detail 

Naturally the subject of this discussion is 
not a new one. It has been a source of argu- 
ment between the two schools of thought for 
many years. My side of the argument being 
the radical, the departure from the accepted, 
has gotten nowhere rather rapidly. In read- 
ing over different articles written on this 
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subject. I find the consensus of arguments 
both pro and con somewhat as follows: 
Those most frequently advanced against 
publication of more detailed statements are 
that no one would understand them and that 
they would be open to misinterpretation and 
that if a bank was temporarily in an illiquid 
position, the publication of this information 
might have a very disturbing effect and even 
precipitate withdrawals that would develop 
intoarun. The arguments that no one would 
understand these statements; that they might 
be misinterpreted, are either an indictment 
of the intelligence of all people other than 
bankers, or else they are an indictment of 
the bankers themselves for their inability to 
prepare a statement that is understandable. 


The thought that the detailed statement 
might precipitate heavy withdrawals has 


more merit, it is based on the theory that 
the psychological reaction of the public can- 
not be forecast. However, I think we will 
all agree that the trend of recent times is 
towards a certain amount of openness and 
frankness in dealing with the public. Of 
course, some of this may be the result of 
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Congressional investigation but a good deal of 
it is voluntary and warranted and I believe 
accepted in good faith by the public. An 
example of this is the investment trust. Many 
of these, since the depression, have kept the 
printers busy running off ‘lists of their se- 
curity holdings. 


Arguments for More Comprehensive 
Statements 

The greatest argument on the other side 
of this question in favor of giving details, 
is that frequent and full information is the 
best retardant that can be offered to prevent 
banks from following those practices that 
will indirectly lead to embarrassment. When 
the makeup of a bank’s assets is fully opened 
and is subject to the criticism of fellow 
bankers, the analysis of statisticians, and the 
comments of the press, we then have a situ- 
ation which renders the bankers extremely 
sensitive and they are very apt to govern 
their conduct accordingly. There is no doubt 
that a franker presentation of our condition 
at various times to the general public, will 
tend towards sounder and safer banking. 








How Far to Go 

Assuming that detailed statements should 
be presented for the benefit of the general 
public, after a certain amount of educational 
work, the problem arises, how much we 
should give, and how we should give it. Again 
this is not a thing that is entirely new. Many 
banks have gone in for this over a period 
of years until we have had everything from 
the cold impersonal twelve or fourteen line 
statement of the large metropolitan bank to 
that statement which was published recently 
by a small bank in the middle west which 
used a full two page spread in the local paper 
and listed every bond held and every note 
by amount that they had in their note pouch. 
Between these two there is somewhere a 
happy medium. <A statement that will tell 
the biggest part of our story in a clear, un- 
derstandable manner. 

I suppose I should develop some thoughts 
along the lines of how far we should go. ‘This, 
I fear to do, as I am not firmly convinced in 
my own mind, and I would rather see these 
points developed in our ensuing discussion ; 
however, I will run over some items that I 
believe are outstanding. 

A person of average intelligence in looking 
at a bank statement is interested primarily 
in liquidity, so he comes first to cash and 
sight exchange. This is easily understand- 
able and is rather a cut and dried item. He 
then looks for the next most important gauge 
of liquidity and comes to the Government 
Bond account. He sees where his bank has 
fifty million dollars worth of government se- 
curities in their assets. He feels a certain 
sense of security on the basis that these bonds 
are as good as gold and as they probably 
make up twenty to twenty-five per cent of 
the bank’s assets, the bank is in a very liquid 
position. What he does not know, and what 
I say he is entitled to know, is that eighty 
per cent of those bonds are pledged as se- 
curity for public monies, and not available 
as a reserve against his individual deposit. 

If one of our borrowers presented us with 
a detailed statement of his business and 
listed among his assets certain securities as 
free, and we afterwards found that those 
securities were really pledged as collateral 
for a loan at another bank, we would very 
likely, and rightfully so, accuse him of falsi- 
fying his statement, yet we all are more 
or less guilty of what I consider to be the 
same thing. 


Bonds and Other Securities 


To glance at the next item among our as- 
sets, Bonds and Other Securities which, in 
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the average statement I suppose run some- 
where around ten to fifteen per cent of total 
assets, should these not at least be broken 
down into their various classes: States, Mun- 
icipals, Utilities and Industrials, showing 
the amount of each? Of course, you will 
probably say that the most important part 
of these accounts are maturity dates. I grant 
this, my only answer being that to give these 
would be impossible unless we showed them 
as, let us say, those maturing in less than 
five years and more than five years, or else 
show them by maturities of 1 year, 2 years, 
3 years, 4 years, 5 years, and over 5 years. 
Some bank’s statements show time loans vs. 
demand loans; some eligible versus non- 
eligible paper. The latter does not seem 
practicable because of the amount of time 
and work it would take on the part of the 
Federal Reserve Bank to keep themselves 
current on all member banks paper. 


Probably that part of our note pouch most 
sensitive to a freeze is the part made up of 
our real estate loans. Should we not then, 
if we are going to be frank and honest with 
our public, break ‘this down into rural and 
urban loans; into improved and unimproved 
loans, and also should we not show real es- 
tate acquired by foreclosure as such, instead 
of listing it as other assets? These are the 
main points on the asset side of our state- 
ment, the other side needs very little break- 
down unless it be in the deposit line which 
I believe should show demand deposits, time 
deposits and public monies... 


(Note: At this point Mr. Sullivan directed 
attention and described in detail an enlight- 
ening statement put out by a well known 
bank in the Pacific Northwest, breaking down 
the various items to fully acquaint the pub- 
lic with their meaning.) 


Window Dressing 


I believe one of the greatest fallacies prac- 
ticed by our banks is that of so-called window 
dressing over the known statement dates. 
Exchanging deposits, even having holding 
companies borrow to deposit in their banks, 
I wonder who we really think we are fooling 
besides ourselves. This practice is so truly 
a boomerang that comes back sooner or later 
and catches us unsuspectingly, when a sur- 
prise call finds our deposits off so much from 
our last dressed statement that we really have 
something to explain to the world. As to 
the type of statements that should be ex- 
changed between banks. This I really think 
is unnecessary, at least I will not attempt 
it, because, after all, if we don’t know what 

(Continued on page 79) 
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HE YORK 

Vault now be- 
ing installed in the 
Bank of Japan at 
Tokyo is the larg- 
est ever built. It 
comprises in fact 
two vaults, each 
187 ft. by 83 fet. 
Entrance to this massive structure is 
guarded by seventeen doors. Six of 
them are 36" and eleven are 24" in 
thickness of solid metal. Weighing 
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approximately 3500 tons, this entire 
vault equipment was built in the York 
factory at York, Pennsylvania and is 
being installed in the Bank of Japan 
at Tokyo by York engineers. 

x k * 

Whether your bank is large or 
small, we invite you to consult with 
us when planning your vault require- 
ments. We will place at your dispo- 
sal the same experience and facilities 
that have earned for York a position 


of world-wide preeminence. 
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Men in the financial world need substan- 


tial life insurance as a Stabilizer 


in their Personal Affairs. : 
= has the use of life insurance as a | 

means of protection, savings and investment, had a stronger appeal than at | 
the present moment. 4 
In this economic situation the certainty of life insurance in its investment by 
features stands out in high relief. People realize more than ever how neces- : 


sary such insurance is as a foundation on which to build personal, family 
and business security. 

They know that in case of necessity the cash values of their life insurance 
are immediately available to tide them over difficulties when accommodation 
is needed. 

Then, too, it has become widely known that no matter how few premiums 
have been paid, the dependents have been made safe, for they will receive the 
full amount if the policy is in force at death. 

Of equal moment is the fact that the public has been educated to realize 
that life insurance can provide for the insured’s own later years and that he 
can arrange to enjoy its benefits, either in cash or as a monthly income 
for life. 
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A mutual company, more than 69 years in business, returning annual dividends. } 
Paid policyholders in 1931 over 87 millions of dollars. Assets $621,278,133; reserves ia 
and all other liabilities $577,452,317; general safety fund $43,825,816. Complete life ' (3 
insurance service for financial and family protection. All forms of annuities; also group a} 


life, group accident and sickness. 








Joun Hancock Inguiry Bureau, 197 Clarendon Street, Boston, Massachusetts 


Please send me your booklet, “Your Family, Their Future and Yours.” 
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TRUSTEES AND THE FALLING SECURITY MARKETS 


SURVEY OF GUIDING JUDICIAL RULINGS 


RALPH STRAUB 
Of the editorial staff of Edward Thompson Company 





(Epiror’s Note: The drastic decline in security values, including those legal for trust 
funds, has imposed unaccustomed tests upon trust companies and banks as trustees and 
executors. That severe depreciation in corpus of trust estates has been involved must be 
accepted as unavoidable. On the other hand surcharges levied upon trust companies and banks 
as fiduciaries in handling trust investments have been exceedingly rare. In the following 
article, which is published through the courtesy of “‘Law Notes” the important judicial 
rulings bearing upon trustee liability have been brought up-to-date and evidence the impartial 
and fair attitude of the courts toward corporate fiduciaries.) 


HE lot of the trustee of an estate dur- 

ing the past two years has been’ any- 

thing but a happy one. The securities 
in his care have declined steadily and con- 
sistently until many must seem to be the 
merest shadow of their former selves. Every 
glance at the stock or bond market must have 
raised fresh concern as to whether these 
bonds or those stocks should be sold before 
the loss became greater. Turn where he 
might for advice it was just as likely to be 
wrong as right: indeed as it has turned out 
it was more likely to be wrong. 

He must frequently have been concerned 
as to the possibility of liability for his action 
or inaction in the midst of this economic 
storm. But a cursory examination of the de- 
cisions would on the whole be inclined to set 
his fears at rest provided he had acted in 
accordance with the statutes, if any, and had 
conducted his affairs as would any reason- 
ably wise and prudent man under similar 
circumstances. 

Standard Set for Trustees 

The standard set for trustees in these mat- 
ters was very well phrased in Harvard Col- 
lege vs. Amory, (1830) 9 Pick. (Mass.) 446 
by Putnam, J., as follows: “All that can be 
required of a trustee to invest, is, that he 
shall conduct himself faithfully and exercise 
a sound discretion. He is to observe how 
men of prudence, discretion and intelligence 
manage their own affairs, not in regard to 
speculation, but in regard to the permanent 
disposition of their funds, considering the 
probable income, as well as the probable safe- 
ty of the capital to be invested.” 

Trustees will not be held personally liable 
for the result of a world calamity beyond 


their power to foresee or prevent. Detres’ 
Est., (1922) 273 Pa. St. 341, 117 Atl. 54. Nor 
will a trustee be held responsible because he, 
did not know more than others. (Edward’s 
Estate, (1903) 6 Pa. D. & C. 121). And to 
quote Lindley, J., in In re Chapman, [1896] 
2 Ch. (Eng.) 763: “There is no rule of iaw 
which compels the Court to hold that an hon- 
est trustee is liable to make good loss sus- 
tained by retaining an authorized security in 
a falling market, if he did so honestly and 
prudently, in the belief that it was the best 
course to take in the interest of all parties. 
Trustees acting honestly, with ordinary pru- 
dence and within the limits of their trust, 
are not liable for mere errors of judgment. 
Any loss sustained by the trust estate under 
such circumstances falls upon and must be 
borne by the owners of the property—i.e., the 
cestui que trust—and cannot be thrown by 
them on their trustees, who have done no 
wrong, though the result may prove that they 
possibly might have done better.” 


Failure to Discharge Fiduciary Duties 

A failure on the part of a fiduciary to dis-. 
charge the duties of his office may, however, 
cause the court to be less indulgent in over- 
looking depreciation in securities. So in In 
re Eckert (1922), 98 N. J. Eq. 598, 117 Atl. 
40, where it appeared that an executor had 
neglected for four years to file his account, 
it was said: “It is just that, when an execu- 
tor has neglected his duty, and during the 
period of neglect there is a depreciation in 
the securities of the estates, the loss should 
fall upon him. Here the executor has no 
reason for complaint or any one to blame 
but himself, for, had he turned over the es- 
tate within the time fixed by law, or reason- 
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able leeway (and it was his right to dis- 
tribute in kind), he would not have found 
himself in his present predicament, and the 
estate would have been saved the loss he 
now seeks to impose upon it.” 

In an early Massachusetts case Harvard 
College vs. Amory (1830), 9 Pick 446, where- 
in it was sought to charge trustees with the 
depreciation of certain stocks in their care, 
the court, declared itself as follows: ‘‘Trus- 
tees are justly and uniformly considered fa- 
vorably, and it is of great importance to be- 
reaved families and orphans, that they 
should not be held to make good, losses in 
the depreciation of stocks or the failure of 
the capital itself, which they held in trust, 
provided they conduct themselves honestly 
and discreetly and carefully, according to the 
existing circumstances, in the discharge of 
their trusts. If this were held otherwise, 
no prudent man would run the hazard of 
losses which might happen without any neg- 
lect or breach of good faith.” 


Refusal to Sell Stock 


The principles of the Harvard College case 
were applied some fifty years later in the 
ease of Bowker vs. Pierce (1881), 130 Mass. 
262, involving a loss in railroad stock, which 
when it came into the trustee’s hands from a 
testator was appraised at par and thereafter 
declined in value until it was nearly worth- 
less. The trustee had refused to sell the 
stock, although requested to do so, on ac- 
count of the sacrifice involved. The court in 
supporting the trustee’s action said: “In de- 
termining whether he would sell this stock, 
all that was required of the trustee was that 
he should act with good faith and in the 


exercise of a sound discretion. It is not con- 
tended by the appellants that he acted in 
bad faith. It seems to us from the evidence 
reported that he acted throughout with an 
anxious desire to do what was for the best 
interests of the cestuwis que trust. He was 
placed in unexpected and embarrassing cir- 
cumstances. 
Losses in Mortgages 

“The railroad company, which had been 
considered strong and safe, met with re- 
verses, because embarrassed, and its stock 
was gradually falling in the market. It 
appeared in evidence that he made inquiries 
and investigations, and was informed that 
the directors had made a statement that the 
road was in good order and that they saw 
no reason why a dividend could not be paid 
in January 1876, and was also informed that 
one of the directors, and the treasurer, had 
advised their friends to buy the stock, and 
had said it was a good investment at $60 
per share. We can now see that it would 
have been wiser to sell the stock. But in 
judging his acts we should put ourselves in 
his position at the time. He was consider- 
ing the question, not whether he should in- 
vest in this stock, but whether he should sell 
the stock bought by the testator, upon a fall- 
ing market. The evidence shows that he in 
good faith made investigations, sought in- 
formation from trustworthy sources, and 
acted upon such information according to 
his best judgment. We are of opinion that 
the presiding justice who heard the case 
rightly found that, under the circumstances, 
the trustee acted in good faith and with the 
sound discretion which the law required of 
him.” 
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In Rawlings’s Estate (1880), 13 Phila. 
(Pa.) 387, 37 Leg. Int. 133, and Clark vs. 
Anderson (1877), 138 Bush. (Ky.) 111, 
the courts refused to surcharge trustees 
for losses in mortgages, otherwise sound, 
where the depreciation resulted from the 
widespread depression in the value of real 
property in this country during the seventies 
of the last century. This was a state of 
affairs which reasonable prudence and fore- 
sight could not guard against, in the opinion 
of the Kentucky court. And see to the same 
effect In re Ball (1900), 55 App. Div. 284, 
66 N. Y. S. 874; Atlantic Trust Company vs. 
Powell (1898), 23 Misc. 289, 50 N. Y. S. 866, 
and In re Blauvelt’s Est. (1890) 2 Connoly 
458, 20 N. Y. S. 119, also involving mortgage 
investments in the last of which the court 
said: “A general financial panic throughout 
the country followed or occurred about the 
same time, and a rapid depreciation of values 
followed. Under such circumstances, I do 
not think the law holds a trustee liable for 
losses occurring from such depreciation.” 
And in In re Chapman [1896] 2 Ch. (Eng.) 
763, Lindley, J., said: “Owing to the great 
fall in the value of agricultural land trustees 
of mortgage securities have been placed in a 
position of great difficulty. To throw on the 
trustees the loss sustained by the fall in 
value of securities authorized by the trust, 
wilful default, which includes want of ordi- 
nary prudence on the part of the trustees, 
must be proved; but it is not proved in this 
case, 

Coming somewhat nearer in point of time 
to our own parlous days we find a New York 
court, in 1918, in the case of Powell vs. Hill 
(1918), 170 N. Y. S. 915, declaring itself as 
follows: “This court can take judicial notice 
of the present condition of the financial mar- 
ket (see Germania L. Ins. Co. vs. Potter 
(1908), 124 App. Div. 814, 109 N. Y. S. 435), 
and because of a depression in the prices 
that might be obtained for certain stock con- 
ceded to be guaranteed, and having never 
failed to pay the dividends, it will not be 
justified in imposing upon the trustees a bur- 
den by reason thereof. I therefore find that 
the trustees are not liable for any deprecia- 
tion, nor do I think that another trustee is 
necessary.” The securities in that instance 
had been obtained not by the trustee but by 
the creator of the trust. 


Investment in Railroad Stocks 
In the case of In re United States Trust 
Company (1919), 189 App. Div. 75, 178 N. Y. 
S. 125, decided about a year later, it ap- 
peared that a testator authorized his trustee 
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to invest in good railroad stocks. Accord- 
ingly in 1904 it purchased 200 shares of the 
common stock of the Chicago, Milwaukee and 
St. Paul Railroad Company at $144.25 per 
share and sold the same in 1917 at $58.25 
per share. The court, reversing the decision 
of a surrogate in so far as he surcharged the 
trustee for the loss involved, said: “It is 
also contended by counsel for the beneiici- 
aries that it was negligence for the trustee 
to retain the stock so long—13 years—and 
the latter part of the period in the face of a 
declining market. It appears that the stock 
maintained its market value fairly until 
about the commencement of the war, that 
then it declined and continued to decline 
past the time when it was sold by the trustee 
on September 24, 1917, and that by the end 
of 1917 it had sold down to 35. There is in 
the decision no attempt to find when the trus- 
tee in the exercise of due care should have 
sold the stock upon the declining market, if 
its original investment therein was author- 
ized; therefore nothing appears in the deci- 
sion from which we could fix the loss upon 
that basis. The finding of negligence therein 
is general, both in the purchase and the re- 





TRUST COMPANIES 


Worcester Bank & Trust Company 


Affiliated with WORCESTER COUNTY NATIONAL BANK, Worcester and Fitchburg 


OLDEST 
TRUST COMPANY 
IN MASSACHUSETTS 


Second National Bank of Barre First National Bank of Webster 


North Brookfield National Bank Clinton Trust Company 


Spencer National Bank 








tention; nor do I perceive in the evidence 
sufficient basis for that determination, if we 
should hold that due care did require an 
earlier sale of the stock. It is quite likely 
that the exemption in the codicil from lia- 
bility to loss upon investment made by the 
trustee in the exercise of the authority con- 
ferred, while granted in absolute terms, 
might not cover every conceivable such loss; 
still I think it is ample to protect the trustee 
from liability for retaining the stock as long 
as it did. The general conditions in this 
country were most extraordinary. The rail- 
roads were taken over by the Federal Gov- 
ernment, and it was a matter of common 
thought for a time that their securities would 
appreciate in value under that system. I 
think it would be unreasonable to hold a 
trustee liable for retaining such securities 
under such conditions in the hope of a better 
market, when it was authoribed by the terms 
of the trust to make such an investment 
originally. In short, it is my conclusion that 
no negligence on the part of the trustee was 
established, either in the original purchase 
or in the retention of the stock.” 


The Recent Clark Case 

The latest case to reach the New York 
Court of Appeals on the subject in question 
would seem to be In re Clark (19381), 257 
N. Y. 182, 177 N. E. 397, decided last July, 
reversing the holding of the court below 
which surcharged trustees for loss incurred 
through the retention of securities belonging 
to the estate in their care. ‘Their investments, 
shares in the Cuban American Sugar Com- 
pany and Guantanamo Sugar Company, had 
originally been held by the testator who 
authorized his trustees to continue invest- 
ments made by him without liability there- 
for. It appeared that these stocks were 
examined and considered by the trustee regu- 
larly and advice sought with respect to their 


disposition from men experienced in and 
conversant with the sugar trade. It was 
their judgment that the stock should not be 
sold in the depressed market. The court 
said: “Doubtless, the securities were not 
suitable to long term holdings. But when to 
sell? ‘Stocks of variable value ought not 
to be timidly and hastily sacrificed, nor un- 
wisely and imprudently held.’ (Per Finch, 
J., in Matter of Weston (1883), 91 N. Y. 502 
at p. 511.) The surrogate determined that 
the trustee should have sold in September, 
1927. Yet from the preceding December of 
1926, the market prices for Cuban American 
had consistently fallen, the high and low for 
each succeeding month being lower than for 
the preceding. The same consistent decline 
followed through to the date of the ac- 
counting. The fall was due solely to the 
oversupply of sugar in the markets of the 
world. An oversupply of a commodity, com- 
pelling sales at prices netting little or no 
profit, in the long run necessarily induces 
under planting, which in turn is productive 
of higher prices for the commodity, and in- 
creased profits to the producer. 

Here was a sugar company, coming through 
a period of depression ‘with assets unim- 
paired, with a book value greater rather than 
less, with liabilities reduced rather than in- 
creased, with a cash condition notably sound, 
able to survive if any sugar company might. 
Under these circumstances was it the part 
of wisdom to sell the stocks at what each 
month may well have seemed bottom prices? 
With all the advices which the trustee re- 
ceived from those well versed in the sugar 
trade and in finance, and those experienced 
in the vagaries of the Stock Exchange, coun- 
seling delay, how can it be said that it was 
negligent in omitting to make prompt dis- 
posal of the stocks? Under the circum- 
stances, we think that the trustee, as the 
event has proven, was guilty, at the very 
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most, of an error of judgment, in not making 
sale of the stocks at an earlier date. It may 
have been deficient in prevision and proph- 
ecy; it was not lacking in the exercise of 
care. Therefore, even if the immunity from 
liability provided for by the testator does 
not cover the case, we think that there has 
been no fault and that it was error so to 
find.” 


Losses Involved in 1929 Market Crash 


In In re Winburn (1931), 140 Mise. 18, 
249 N. Y. S. 758, we come to a case involving 
losses incurred in the crashing stock mar- 
kets of 1929 and 1930. The decedent, who 
held stocks in a diversified list of high grade 
railroad and industrial corporations, released 
his executors from any duty to sell them but 
the beneficiaries, or two of them, sought to 
surcharge them for failure to sell. ‘Surro- 
gate Slater, holding that there had been no 
negligence, approved the account of the ex- 
ecutors, taking judicial notice that the busi- 
ness depression since October, 1929, “has 
been the worst and most far-reaching in the 
history of the world.” In the course of the 
opinion it was said: “Cases are found where- 
in the depreciation of values of seasoned se- 
ecurities are accounted for by a general busi- 
ness depression and, in such instances, the 
courts have refused to surcharge representa- 
tives of the estate. Matter of Weston 
(18838), 91 N. Y. 502; Matter of Thompson 
(1903), 41 Mise. 420 [84 N. Y. S. 1111]; af- 
firmed (1904) 178 N. Y. 554 [71 N. E. 1140]; 
Matter of United States Trust Company 
(1919), 189 App. Div. 75 [178 N. Y. S. 125]; 
Matter of Varet (1918), 181 App. Div. 446 
f168 N. Y. S. 896], affirmed (1918) 224 N. Y. 
578 [120 N. E. 862]. ... 

“There is no need for executors to jetti- 
son worth-while during a financial 
panic. Executors need not wait on the stock 
market, but may properly be guided by the 


stocks 


tests to be applied, which are: What has 
been the history of the companies during a 
period of years? Have they paid regular 
dividends of regular amounts? Have they 
a proper capital structure? Are they wisely 
otticered? Has a _ successful business con- 
tinued over a period of time? Have they 
achieved a standing in commercial circles? 
Have they behind them an established divi- 
dend record over a period of years? ... When 
the executors took over the estate herein, a 
financial storm had set in—not countrywide 
but worldwide. And, in the exercise of their 
judgment, they continued to hold the securi- 
ties for the purpose of passing them on to 
the trustees. The storm has not yet sub- 
sided. There is a strong undercurrent of 
depression still running. In the face of such 
conditions, I think it would be unreasonable 
to hold executors liable for retaining such 
well-seasoned securities in the light of the 
terms of the will and the intent of the tes- 
tator. If foresight were generally as 
good as hindsight, it would be a far more 
pleasant world in which to live. I wonder if 
the objectors would have asked for a sur- 
charge if the executors had sold the securi- 
ties and, within a reasonable time thereafter, 
the stock market had shown a good advance.” 


Failures to Dispose of Securities in Declining 
Market 

Surrogate Slater, who refused to surcharge 
the executors in Jn re Winburn, supra, did, 
however, impose a surcharge on trustees for 
gross negligence in failing to dispose of In- 
terborough Rapid Transit securities in a de- 
clining market, in Matter of Jarvis (1920), 
110 Mise. 5, 180 N. Y. S. 324. The surrogate 
said: “In my opinion, the trustees, in the 
exercise of due care, diligence, prudence and 
active vigilance, should have sold the bonds 
by the month of June, 1918, when the mar- 
ket had declined to eighty-two and showed 





TRUST COMPANIES 











Service in Canada 


We invite correspondence 
with United States cor- 
porations and individuals 
requiring a trustee to deal 
with Canadian assets. 


oveus®” 


National Trust 


Company, Limited 
CapitalandReserve .. . $6,000,000 
Assets under Administration, $265,000,000 


Toronto Montreal Hamilton Winnipeg 
Saskatoon Edmonton London, England 








every evidence of further decline. In April, 
1918, the legislature had adjourned without 
granting relief to the Interborough Rapid 
Transit Company, which had asked for an 
increase of fares. ‘The municipal administra- 
tion in Greater New York was and is still 
hostile to the company. It was and is still 
active in the endeavor to force municipal 
ownership and operation, creating a change 
in our theory of government. It sought then 
and still seeks to act in a manner which will 
cause the wreck of this property. The end 
of the war was not in sight. 

“With all these depressing and deplorable 
conditions, careful trustees should have fore- 
seen that a further decline was sure and cer- 
tain. These trustees should have sold the 
bonds, taken the actual loss and thereby 
saved themselves from criticism and liability. 
They should not have retained them except 
upon the consent of the beneficiary. The loss 
resulted from the retention of the securities. 
Villard vs. Villard (1916), 219 N. Y. 482, 
114 N. E. 789. The well-settled rules against 
laxity of trustees must not be impaired. I do 
not intend to hold them to a stricter degree 
of responsibility than ought to be severally 
required from executors and trustees. I shalt 
surcharge the trustees for a part of the loss 


sustained by Mrs. Vaughan to the extent of 
the last ten points of the decline, or $5,000.” 

Another interesting case in which trustees 
were surcharged for loss in the value of se- 
curities is Villard vs. Villard (1916), 219 
N. Y. 482, 114 N. E. 789. It does not appear, 
however, that the depreciation in that in- 
stance was attributable to a business depres- 
sion or a general falling market such as, 
in the main, we have been discussing. More- 
over there were other elements of negligence 
involved. 


Attitude of Courts 


It is submitted, however, that the present 
attitude of the New York Court of Appeals 
may be gathered from the following state- 
ment of Kellogg, J., in Matter of Clark, supra. 
“It has been stated that ‘there appertains to 
the relation of trustee and cestui que trust, 
a duty to be faithful, to be diligent, to be 
prudent in an administration entrusted to 
the former, in confidence in his fidelity, dili- 
gence and prudence’; that ‘the just and true 
rule is, that the trustee is bound to employ 
such diligence and such prudence in the care 
and management, as in general, prudent men 
of discretion and intelligence in such mat- 
ters, employ in their own like affairs.’ (King 
vs. Talbot (1869), 40 N. Y. 76, 84, 85.) 

“The statement has been frequently ap- 
proved. (Matter of Weston (1883), 91 N. Y. 
502, 511; Costello vs. Costello (1913), 209 
N. ¥. 252, 261 [1038 N. E. 148].) In deter- 
mining whether the acts of a trustee have 
been prudent, within the meaning of the 
rule, we must ‘look at the facts as they exist 
at the time of their occurrence, not aided or 
enlightened by those which subsequently take 
place’ (per Peckham, J., in Purdy vs. Lunch 
(1895), 145 N. Y. 462, 475 [40 N. E. 232]); 
for it is an obvious truth that ‘wisdom de- 
veloped after an event and having it and its 
consequences as a source is a standard no 
man should be judged by’ (per Collin, J., in 
Costello vs. Costello, supra, at p. 262); and 
it is impossible to say that trustees are want- 
ing in sound discretion ‘simply because their 
judgment turned out wrong’ (per Holmes, C. 
J., in Green vs. Crapo (1902), 181 Mass. 55, 
d8 [62 N. E. 956]).” 


oe 8 
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The creation of a “Bank of the British 
Empire” to serve as a huge central clearing 
house to handle trade transactions and stabi- 
lize exchange between England and its col- 
onies is to be considered at British Empire 
Economic Conference to be held at Ottawa, 
Canada. 
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THE EVER-CHANGING MARKET 
FOR TRAVELERS CHEQUES 


The Director of the National 
Parks Service, Department 
of the Interior, announced 
that travel to the National 
Parks last year broke the 
previous record by 14%. 
The total number of actual 
visitors for 1931 was 
3,152,845 as against 2,774,561 
in 1930 and 2,680,597 in 


ber of visitors will throng 
the National Parks this 
summer. 


If these motorists and 
travelers withdraw their 
travel money from the bank 
as cash, the bank will make 
nothing and the travelers 
will run the serious risk of 
loss or theft. Motor robbers 





1929. 


These figures indicate a 
marked increase in auto- 
bile travel in the U. S. A. 
Statistics kept by many of the 
parks showed that travelers 
came from practically every 
state in the Union as well as from many 
foreign countries. 


The records of the visitors who came by 
automobile last year showed a gain of 
15%. The total number of cars for 1931 
was 897,038 as against 779,275 for 1930 
and 689,945 for 1929. 


Undoubtedly many came prepared for 
emergencies and carried extra tool kits, 
spare tires, gasoline and oil, and maps 
showing the route and where supplies 
could be obtained. Many undoubtedly 
too carried American Express Travelers 
Cheques to defray traveling expenses and 
to protect their funds. 

There are increasing tendencies for 
travelers to take their vacations on the 
American continent and it has been con- 
fidently estimated that an even greater num- 


and pickpockets are on the 
increase and find a rich har- 
vest in travelers who carry 
large amounts of cash. 


If, however, at the time 
of the withdrawal of vaca- 
tion funds the bank sells 

American Express Travelers Cheques to its 
depositors, it extends ironclad security to 
the vacationist’s funds and accomplishes 
a profitable transaction for the bank. 


American Express Travelers Cheques 
are accepted everywhere by banks, hotels, 
stores, and gas stations not only in the 
United States but all over the world. 

There is a vast travel market this year 
awaiting only the sales effort on the part 
of the bank because for years past the 
American Express has urged the prospective 
travelers of America to buy American 
Express Travelers Cheques at banks. 


Steamship tickets, hotel reservations, itineraries, 

cruises and tours planned and booked to any part 

of the world by the American Express Travel 
Service 
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C O N TA C T e ee For 38 years the First Wisconsin 


Trust Company has devoted its efforts exclusively to trust service in 
Wisconsin. It is the largest trust organization in the state... 

major unit of the Wisconsin Bankshares Group .. . affiliated with the 
First Wisconsin National Bank (Milwaukee correspondent of three- 
fourths of the banks in Wisconsin) and with the First Wisconsin 


Company, investment unit of the Wisconsin Bankshares Group. 


FIRST WISCONSIN TRUST COMPANY 


MILWAUKEE Unit of Wisconsin Bankshares Group 





PORUEORTEOOPOROOTOOODEDDEEEDOOCOREOEDODETESOSEROUOEODOUDOPSPOSCORPLSSORUSASEVTCSSSTUCHECOTDOODGRETOODODOS POPES PTASSODLESTPPF LF TT HH eee oe eee eeeeee 


HOW TRUST BUSINESS IS CONDUCTED AND DEVELOPED 
IN THE PHILIPPINE ISLANDS 


TRUST DEPARTMENTS PAYING THEIR WAY 


ALLEN L. DWYRE 
Trust Officer, Peoples Bank and Trust Company, Manila, Philippine Islands 


(Epiror’s Note: 


The cosmopolitan character and adaptability of trust company 


service is strikingly shown by the growth of corporate flduciary organizations throughout the 
civilized world. There are variations in type and laws but the essence of such trust company 
service is everywhere the same. Today trust companies flourish in all the English-speaking 
nalions, in Continental Europe, the Orient, South America and in American insular pos- 
sessions, including Hawaii, Philippines and Porto Rico. 
how trust companies function in the Philippines.) 


ANKS and trust companies in the Phil- 
ippine Islands operate under the super- 
vision of the Bureau of Banking which 

is a division of the Department of Finance. 
The head of the Bureau of Banking is known 
as the Bank Commissioner and corresponds 
to the position occupied in the United States 
by a State Superintendent of Banks. 


Banks and trust companies obtain their 
charter under the general corporation law, 
special provisions of which refer specifically 
to them. The original law was enacted by 
the old Philippine Commission on March 1, 
1906 as Act 1459 but has since been amended 
many times, the most important changes as 
regards banks and trust companies being 
made by the Philippine legislature at the end 
of 1929. The most important provisions of 
the law governing trust corporations in the 


The following article describes 


Philippine Islands be summarized as 
follows: 

No trust corporation may be formed with 
a paid-in capital of less than 500,000 pesos in 
cities of over 200,000 inhabitants, or 250,000 
pesos in smaller cities. Trust companies may 
do a commercial banking business; a com- 
mercial bank may do trust business with the 
approval of the Bank Commissioner, but 
must comply with all provisions of the law 
as relates to each class of business. The 
commercial banking activities must be kept 
separate and distinct from its trust work. A 
trust corporation, besides its general corpo- 
rate powers, is given the specific powers to 
act as trustee under bond issues, both public 
and private; to act under court appointment 
as guardian, receiver, trustee or depository 
of the estates of minors and incompetent 
persons: to act as executor and as adminis- 


may 


Part OF BUSINESS SECTION OF MANILA, PHILIPPINE ISLANDS 
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Freperick P. ConpirT 
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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


176 BroaDwAay 
New York 


trator of the estates of deceased persons and 
to accept and execute any legal trust con- 
fided to it by any court of record, person or 
corporation. 


Trust companies are not required to fur- 
nish bonds for the faithful performance of 
their duties, but must, before being author- 
ized to carry on a trust business, deposit with 
the Insular Treasurer cash or government 
bonds in a minimum amount of 100,000 pesos 
to secure the satisfactory performance of 
their duties. The court may also provide 
for a bond in special cases where it deems 
it advisable. All monies, properties and se- 
curities held by trust companies as adminis- 
trator of an estate or as guardian or receiver 
of the properties of minors or incompetents 
must be kept separate and distinct from the 
funds used in its general business. This pro- 
vision has forced trust companies to petition 
the court for permission to deposit monies so 
received in savings or commercial accounts in 
their banking departments as each individual 
ease arises, there being no provision in the 
law specifically authorizing this practice. 
These petitions the court has so far seen fit 
to grant. 


175 Remsen STREET 
BROOKLYN 


Investments for Trust Funds 

Legal investments for trust companies are 
only those investments legal for savings 
banks. They include first mortgages on im- 
proved real estate or agricultural land at not 
over 60 per cent of appraised value, loans se- 
cured by pledge of gold or silver bullion at 
not over 90 per cent of the market value of 
the pledged security; bonds or other evi- 
dences of indebtedness of the Government of 
the United States or of the Government of 
the Philippine Islands or of any province or 
municipality in the Philippine Islands author- 
ized to issue bonds; bonds of other entities 
whose principal and interest are guaranteed 
by the Philippine Government or by the Unit- 
ed States Government; commercial paper 
guaranteed by solvent banks operating in the 
Philippine Islands. This last class of invest- 
ment is limited to 10 per cent of the assets 
of the trust company. Collateral trust bonds 
or notes secured by mortgages themselves 
constituting a legal investment are also ac- 
ceptable. Discretionary powers may be giv- 
en the trustee in case the donor does not wish 
the funds placed in trust to be limited to 
legal investments. 
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Prior to the American occupation, there 
Was no corporate trust work being done in 
the Philippine Islands. The old Spanish 
Civil Code makes no mention of this type of 
service. For many years after the American 
occupation, there was no local bank doing 
a trust business; in fact, it was not until 
1922 that the Philippine Trust Company was 
organized as the first trust company in the 
Philippine Islands. In 1923 the Bank of the 
Philippine Islands was authorized to engage 
in trust work and in 1926 the Peoples Bank & 
Trust Company was organized, and contained 
provisions in its articles of incorporation al- 
lowing it to engage in trust activities. In 
1929 the amended Corporation Law as re- 
gards trust companies specifically granted 
trust powers to the Philippine National Bank, 
the official government depository in the Phil- 
ippine Islands. 


Trust Problems in the Philippines 


The Philippine Islands are faced with an 
entirely different outlook as regards the de- 
velopment of trust business than that which 
faces most other countries today. Here there 
is a tremendous lack of knowledge among 
the majority of the people as to just what 
this new type of service is. To overcome this 


will require years of effort on the part of 
trust companies. Then there is the effect 
of the old “pariente” or family idea which 
requires a man to place his affairs in the 
hands of a relative rather than in those of 
a stranger as would be the case were he to 
place the estate in the hands of a trust cor- 
poration. 


The greatest of all drawbacks of rapid de- 
velopment of the trust idea in the Philippines 
is the lack of surplus capital. In the United 
States we find numbers of the people with 
fair amounts of excess wealth built up over 
several decades as the country has developed. 
It is natural that the administration of this 
wealth should fall into the hands of trained 
men. In the Philippines a man who possesses 
wealth must necessarily have it invested in 
his business which he is developing. Then, 
too, there is such a demand for capital that 
interest rates are comparatively high, and 
those with any surplus capital are reluctant 
to place it in as conservative hands as those 
of a trust company, preferring to invest it * 
themselves in commitments yielding a higher 
return than could possibly be obtained 
through a corporate trustee. It would be 
hard to state the approximate amount of 
property in the hands of corporate trustees 
in the Philippine Islands today. An estimate 
would be about 30,000,000 pesos of which, 
perhaps, one-half is real estate and the bal- 
ance being composed of stocks, bonds and 
other types of securities. 


Matter of Education 

In interviewing representatives of the va- 
rious trust companies in Manila, it was found 
that in all cases the trust departments are 
paying their way, but are making no great 
strides toward increasing their business. Dur- 
ing the last few years Manila building has 
developed rapidly. Many fine new structures 
have taken the place of the out-of-date build- 
ings formerly housing the activities of the 
large firms operating here. Trust companies 
have assisted here in the erection of new 
apartments, office buildings, theaters and col- 
lege buildings by acting as trustee under 
mortgages for the issuance of bonds. These 
bonds yield from 7 to 8 per cent and the is- 
sues have in most instances been quite suc- 
eessful. Underwriting has not been found 
difficult, as the issues are comparatively small 
and have been absorbed locally. 


It will be many years before the Philip- 
pines can expect any real growth in corporate 
trust activities. In the meantime the trust 
companies are making most laudable efforts 
toward educating their clients and develop- 
ing a demand for their services. 
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®@ Keeps up to date the full infor- 
mation on: 


1. Documents necessary when transfer is 
by an Executor or Administrator. 

2. When a Court Order is necessary before 
transfer. 

3. When an Inheritance Tax Waiver is nec- 
essary (and how and where to obtain). 

4. Documents necessary when transfer is 

by a Guardian. 


rulings of the New Yo rk 5. Requirements in case a “Stop” has pre- 


Stock Transfer Association) 


for} all irregular security 


be found | © 


transfers can 
in the 


viously been filed against the transfer 
of the certificate. 

6. Proper forms of endorsement when other 
than an individual’s signature is involved. 

7. Documents necessary when transfer is 
by a Trustee. 

8. Documents necessary when transfer is 
to a Trustee. 

9. Proper forms for guarantee of signature. 

0. When a release under the Federal Es- 

tate Tax is necessary. 
1. Documents necessary when transfer is 





by a corporation. 


S t Oc k Tra ns for | 12. Proper forms of inscription when transfer 


is to Joint Tenants or Tenantsin Common. 
13. When copy of Will must be submitted 
and points in it to be noted. 


Guide and Se rvice only. | 14. Documents necessary when transfer is 
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being made by Executor or Administra- 

| tor before expiration of the time limit for 

presentation of claims against the estate. 

| 15. Documents necessary when transfer is 
r) by a Receiver. 
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MANUAL OF BANK AND TRUST 

COMPANY ADVERTISING 

A number of books of more or less merit 
have been written and published on the sub- 
ject of bank advertising. For several years, 
however, there has been a growing desire on 
the part of those engaged in writing bank 
and trust company advertising, for something 
in the shape of a comprehensive manual, 
based not on opinions or representing the 
views of one writer, but providing a compos- 
ite of the experience of institutions and of 
bank advertising men over a course of years. 
The need for such a work has become more 
manifest because bank advertising has be- 
come a science of wide ramifications and be- 
cause there is a wealth of practical experi- 
ence which has not been translated into such 
form as to be available for all bank adver- 
tising men. 

There is every assurance that such a man- 
ual on bank advertising will shortly be forth- 
coming, It will bear the title “Advertising 
for Banks” and will be published in Septem- 
ber by the Financial Advertisers Association. 
The assurance that this manual will not only 
erystallize and bring all that is best in ad- 
vertising experience ‘and practice between 
two covers is warranted for two reasons. 


One is that the writer and compiler is Don 
Knowlton of the Union Trust Company of 
Cleveland which is in itself a guarantee of 
originality and authoritative fact-finding. The 
second reason is that the volume will be a 
compound and epitome of the experience and 
successful experiments of the best bank and 
trust company advertising men of the country 
as members of the Financial Advertising As- 
sociation. 

The treatment of the subject of bank ad- 
vertising will be a departure from the con- 
ventional. Instead of classification into 
functions and various mediums the work will 
be grounded on fundamentals and unfold it- 
self in logical or rather practical sequence. 
In the main, however, the subject will be 
developed from the standpoint of what a 
bank has to sell, the selection of media, lay- 
out, the writing of good copy and how to 
achieve continuity. The text material has 
been approved by a special editorial commit- 
tee of bank advertising experts. 

The title of the book “Advertising for 
Banks” was selected as the result of a prize 
contest in which 537 titles were submitted. 
The prize winners are W. F. Guilford of the 
trust department of the California National 
Bank of Sacramento, Cal., and Frank James 
Reynolds, president of Albert Frank & Co. 
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DEPOSIT OF TRUST FUNDS WITH COMMERCIAL OR 
SAVINGS DEPARTMENT 


CARE TO BE EXERCISED IN MINGLING OF FIDUCIARY FUNDS 


HOWARD J. FINN 
Member of the San Francisco Bar 





(Eprror’s Note: In view of recent court decisions and because of lack of definite 
statutory authority in many states, caution should be exercised by corporate flduciaries as 
regards deposit or mingling of trust funds in the commercial or savings departments. The 
following is an excerpt from a paper by Mr. Finn presented at the last annual meeting of the 


American Institute of Banking.) 


HEN a trust company accepts an 

appointment in any fiduciary capa- 

city, such as executor, administrator 
or trustee, it is then not only governed and 
restricted by the laws which are particularly 
applicable to trust companies as corporate 
entities, but in addition it is subject to and 
governed and restricted by all of the laws ap- 
plicable to the executorship, administrator- 
ship, trusteeship or other appointment it has 
accepted. No executor, administrator, trustee 
or other fiduciary, whether an individual or 
a trust company, is permitted to profit from 
the property entrusted to his care and man- 
agement and on the contrary severe penalties 
are imposed on them when they do so. Prop- 
erty entrusted to fiduciaries must be kept 
separate and apart, must not be co-mingled 
with other property, nor can the trustee make 
any use thereof for a personal profit. 


Courts Strictly Enforce Principles 


No trust department of any bank should 
ever permit trust property to be used by any 
other department directly or indirectly for 
the purpose of making a profit, and the trust 
department itself should not use such prop- 
erty for any such purpose. Trust companies 
realize their profits from fees and compensa- 
tion for services rendered its beneficiaries, 
and no trust company should seek profit in 
any other manner. In order to comply with 
this principle it is necessary that a trust 
company or department must act and operate 
as a separate unit, free from interference 
by other departments, and for 'the sole pur- 
pose of conserving and managing property 
entrusted to it with no thought of remunera- 
tion except from compensation paid to it for 
the performance of its duties. 

To illustrate how far courts will go in 


enforcing these principles relating to trustees, 
I point out that only recently one of our 
superior courts, upon the settlement of an 
account by a corporate executor, found that, 
the corporate executor was transacting its 
business through three departments, a com- 
mercial department, a savings department 
and a trust department, as provided by law; 
that upon its appointment as executor, and 
from time to time thereafter, the corporate 
executor deposited money coming into its 
hands as such executor in its own savings 
bank department in the name of the estate 
and of itself, as executor of the estate; that 
in the final account the corporate executor 
acknowledged as cash received and charged 
itself with a certain sum as accrued interest 
on the funds so deposited, such interest being 
calculated at the rate of four per cent per 
annum compounded semi-annually. 

The court further found and concluded that 
upon the deposit of such funds the corpo- 
rate executor thereby co-mingled ‘the funds 
of the estate with its own, used the funds of 
the estate in carrying on its own business 
and made a profit thereon and thereby 
became liable to the estate for interest at 
the legal rate, seven per cent per annum 
from the time of deposit up to the date of 
the final account. ‘The court thereupon ap- 
proved and settled the account in all particu- 
lars, except that it allowed interest at the 
rate of seven per cent on the funds and 
charged it against the executor in lieu of 
interest at four per cent compounded semi- 
annually. 

The trial court apparently applied the 
general rules applicable to the co-mingling 
by an executor of trust funds, with funds of 
his own and ordered and decreed that the 
executor be charged with interest at the in- 
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ereased rate. In reviewing the matter, the 
appellate court stated that it was unable to 
find any cases in this state dealing with the 
facts involved, but pointed out that similar 
eases had arisen before the courts in other 
jurisdictions and the court, by construing 
certain provisions of the bank act, held that 
a corporate trustee is expressly authorized 
in proper cases to deposit the funds of estates 
in its own savings bank department and that 
by so doing, it did not obligate itself to pay 
any greater rate of interest than the rate 
paid on similar deposits. 


New Provision in California Probate Code 

This matter has been cleared up in Cali- 
fornia by the inclusion in the probate code 
recently adopted of a section which provides 
that when a trust company is an executor, 
administrator, special administrator, or ad- 
ministrator with the will annexed and in the 
exercise of reasonable judgment, deposits 
money of the estate in any department of 
the corporation in which it is a part, it shall 
be chargeable with interest thereon at the 
rate of interest prevailing among banks of 
the locality of such deposits. I do not believe 
that this matter is goverened by statute in 
many of the states, and I am laying par- 


ticular stress on it, to show the danger of 
mingling funds, the penalties which follow 
therefrom and the advisability of an exam- 
ination by each trust company of the par- 
ticular statutes under which it conducts its 
business, for it is apparent that the tendency 
of the courts is to scrutinize such actions 
closely and there is always a possibility that 
if you do not exercise the utmost care you 
may find yourselves in a position where you 
may be called upon to pay interest and other 
sums which you would not otherwise be re- 
quired to pay. The deposit of trust funds 
with the commercial or savings department 
of the same institution on ‘proper terms is 
not morally improper and may be for the 
best interest of the trust estate, but I wish 
to point out that under the stringent rules 
governing the actions of fiduciaries such a 
deposit may be held improper and severe 
penalties imposed, unless there are clear 
provisions of law authorizing it. It serves 
also as an illustration of the great care that 
must be exercised by trust companies, nor 
only to be ethically right, but also to be 
legally right. 


NEED FOR RELIABLE TRUST SERVICE 

It is significant that practically the only 
type of display newspaper advertising con- 
ducted by leading trust companies and banks, 
not only of New York City, but also through- 
out the country, is that which has trust serv- 
ice for text matter and appeal. The reason 
for this is obvious, because there is little 
advantage under prevailing conditions to ad- 
vertise banking or investment facilities, un- 
less savings might be excepted. Protection 
of investments, estates and the handling of 
problems arising numerous tax laws and ap- 
pertaining to conservation of funds and prop- 
erty, these are matters of prime importance 
in the public mind. Trust service therefore 
makes an exceptional appeal because of its 
qualities of protection and ability to cope 
with current problems. 

Among the effective feature advertisements 
bearing the signature of leading trust com- 
panies and banks of New York, which de- 
serve mention, may be cited a series con- 
ducted by the Irving Trust Company. Like- 
wise the Bank of New York & Trust Com- 
pany and the Bank of Manhattan Trust Com- 
pany lay stress upon seniority of service as 
related to trust work. Other notable contri- 
butions are those by the Guaranty Trust 
Company, the Central Hanover Bank & Trust 
Company, Bankers Trust Company, Chase 
National Bank and the New York Trust Co. 
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EFFECT OF INCREASED FEDERAL ESTATE TAXES ON 
LIFE INSURANCE TRUSTS 


OPPORTUNITY TO EXTEND USEFULNESS OF TRUST SERVICE 


E. D. SAMPSON 
Washington, D. C. 





HILE the new Federal Estate tax 

bill, with its heavy increase of rates 

over the 1926 enactment, imposes 
additional burdens and duties upon trust offi- 
cers, it also provides new opportunities to 
extend trust service. Such opportunities are 
due, of course, to the increase in rates. When 
the 1926 bill was passed President Coolidge 
was quoted to the effect that the Federal 
Estate tax in conjunction with the several 
state inheritance and transfer taxes might 
in some instances, absorb the title of an 
estate and leave nothing for the heirs. Since 
this prophecy was uttered there have been 
such instances and numerous cases where se- 
vere hardship has been visited upon the heirs 
of decedents. Such instances are likely to be 
multiplied under the 1932 bill. 

Contracts of life insurance have been in 
increasing favor as a means of supplying 
ready cash for the payment of taxes at the 
time of the death of the estate owner and 
to prevent sacrifice of securities. Doubtless 
the provisions of the 1932 tax law will give 
further stimulus to such contracts. The life 
insurance trust coordinates income payments 
to the direct heirs with the terms of the 
will and with the administrator of the es- 
tate and the trustee, the same fiduciary in- 
stitution. It is recognized that to have con- 
tracts of life insurance payable to the es- 
tate simply increases the taxable values by 
the amount of the contract. To avoid this 
excess and unnecessary taxation it has 
seemed more advisable to have the proceeds 
of such insurance contract made payable to 
the trustee. The trustee is given power and 
authority to purchase from the estate any 
property that may have to be sold. The trust 
powers of the trust therefore would have to 
be very broad and liberal. This would not 
enrich the estate. It merely has received 
cash in exchange for property. The contract 
of insurance is not payable to the estate 
but to another beneficiary, the trustee. There 
is no tax on the receipt of said proceeds of 


the policy according to the rulings of the 
Internal Revenue department. 


Application of Tax to Funded Trust 


The funded trust should next be mentioned. 
Usually it is the practice to make a gift of 
the funds originally deposited, and up to the 
present it was conceded that a person could 
give freely of his property during his life, 
so long as the gift was not made in contem- 
plation of death, and for the purpose of 
evading the estate tax. This has been 
changed, however, by the gift tax section of 
the 1932 bill, and such a gift is subject to 
the gift tax section of the new bill, less the 
exemptions allowed. The tax on the deposit 
under a funded trust, however, is small as 
compared to the tax on the estate. Then 
there is a valuable sales angle in the presen- 
tation of the funded trust to a client. In 
order to bring out this sales presentation, we 
will use an illustration. 


Let us assume that it has been determined 
that the administrator will need $100,000 in 
the settlement of an estate. He will say to 
the client, “How would you like to pay 
$50,000 now in settlement of this bill of 
$100,000 which we will have to pay for you 
after you are dead? We will not be able to 
secure any discounts then. You can settle it 
now for fifty cents on the dollar.” We have 
presupposed that the client is just fifty-five 
years of age, for at that age $50,000 invested 
at 5 per cent net will produce an income that 
will purchase or rather make premium de- 
posits on $50,000 of life insurance, with am- 
ple margin for safety. What has been said 
as to the insurance trust, in having the 
terms thereof coordinate with the terms of 
the will, conveying power to the trustee to 
purchase property of the estate, and as to 
the proper drawing of the insurance con- 
tracts, applies also to the funded trust. The 
rate of discount and the amount of the de- 
posit ‘with the trustee, varies with the age 
of the client, and the following table may be 
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used as a guide. However, this may vary 
slightly with the several life insurance com- 
panies, and it may be well for the trust offi- 
cer if he has the opportunity, to ascertain 
what company the client prefers, and secure 
the rates for the policy from a representative 
of that company. 


Rate of Discount and Amount of Deposit 

The following table will be found near 
enough to the rates of any company to be 
used as an approximate to the rates. 


Discount Deposit Age Discount Deposit 


Age rate rate rate rate 
40 65% 30% 5D 50% 50% 
45 60% 40% 60 43% 5T% 
50 5D% 45% 65 37% 63% 


While this presentation will have a special 
appeal, there may be many persons at this 
time who will feel that they cannot set aside 
the required amount in the funded trust, and 
suffer the loss of income therefrom. There is 
also another factor that must be considered 
in both the insurance and the funded trust, 
viz, the insurability of the client. When he 
comes up for the necessary physical exam- 
inations he may be found uninsurable. This 
is not an insurmountable obstacle, for there 
is another way of accomplishing the desired 
end, in which physical fitness is not a factor, 
and probably the best of the several plans 
suggested. The presentation of this plan is 
as follows: 

The trust officer may say to the client, 
“You can invest the total of the amount that 
we have decided will be necessary in a tax 
exempt bond, exempt even from income taxa- 
tion, that will give you a net income of 4 
per cent or better for as long as you may 
live, and that will at your death pay to us 
your administrator the full amount invested, 
and without delay. This payment to us will 
not be subject to tax, and it will be removed 
from your taxable estate now.” This will 
prove a very effective sales presentation. It 
is simply a combination of a single premium 
life insurance contract, bought simultane- 
ously with an annuity. In order to make 
this very clear, let us use an illustration 
again, assuming as before that it has been 
estimated that $100,000 will be needed in the 
settlement of the estate. 


Making Income Stable and Sure 
One hundred thousand dollars is deposited 
with a life insurance company. Some 60 
per cent of this amount or $60,000 is the 
premium on the single premium life contract, 
which leaves $40,000 to be used in the pur- 
chase of the annuity. These are the propor- 


tions at age fifty-five. Age of the clienr, 
however, will have little effect on the re- 
turn. At the younger ages (age forty for 
instance) the rate for the insurance contract 
will be about 45 per cent of the total in- 
vested or $45,000, leaving $55,000 to be in- 
vested in the annuity. At age of 40, however, 
the cost of an annuity is greater than at an 
older age, so that the return is about the 
same regardless of the age of the client, until 
he has passed the age of 60, where the rate 
is still 4 per cent but at age 65 it is a very 
small fraction of one per centum below 4 per 
cent. 

It will be evident from the above that the 
income that the client enjoys so long as he 
may live, will be most stable and sure. There 
are and have been no class of financial in- 
stitutions as sound as the great life insur- 
ance companies of America. With very few 
exceptions they have weathered the financial 
storms that we are now passing through. The 
payment of the income under the annuity 
contract will be free from any and all fluc- 
tuations, and will not be dependent on or 
effected by the passing of dividends on any 
class of securities. There is no investment 
that can be made as sound and sure as the 
purchase of an annuity. For the same rea- 
sons no one will question the payment of the 
proceeds of the life contract in full and with- 
out delay at the death of the client. 

We have stated that the return on the total 
so invested will be 4 per cent or better. Let 
us explain this further. After having de- 
ducted from the total amount needed, the 
price of the single premium life contract, the 
balance used to purchase the annuity will 
produce an income on the total invested of 
something better than 3 per cent, but this is 
augmented by annual dividends on the life 
contract, and the two together will bring the 
total to 4 per cent or better. 


Annuities and Gift Tax 

Now as to taxation. There is no income 
tax on an annuity, until the purchaser has 
received in payments back to him an amount 
equal to the purchase price thereof. This 
postpones into the far future any such taxa- 
tion, but this should be explained to the 
client, to prevent any future misunderstand- 
ing in the matter. As to the proceeds of the 
life contract being exempt from taxation, we 
have already quoted the ruling of the In- 
ternal Revenue Bureau on this point, and it 
is only necessary to vest all legal incidents 
in this contract in the trustee. 

The gift tax cannot apply in this case, for 
no gift has been made. The purchaser or 
client has made an investment, on which 
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Banking and Fiduciary Services 


in Philadelphia 


The Integrity Trust Company, with its Main 
Office in the heart of the financial district, 
and six other offices in Philadelphia, offers 
correspondent, financial, and fiduciary serv- 


ices to banks and bankers. 





Established 1887 


Capital, Surplus and Profits over $15,000,000 


Intesrity Trust Company 


Main Office: 16th and Walnut Streets 
PHILADELPHIA, PA. 


Member 
Philadel phie 
Clearing House 








he‘ will receive a very certain and sure in- 
come for as long as he may live. He has 
drawn his check payable to the life insurance 
company, for the total amount of the invest- 
ment. He should not divide the amount and 
draw two checks, and the purchase of the 
two contracts should be made simultaneously. 
Proceeds of contracts of insurance where the 
insured has no connection therewith except 
in that his is the life insured, have by the 
ruling of the Internal Revenue Bureau, been 
exempted from taxation. Of course this has 
not been tested in the courts, and may not 
be, but the reasoning on which this ruling is 
founded is so clear, that there is little chance 
of its being reversed in the opinion of au- 
thorities on the subject. 


Combination of Contracts 


Now let us take up the matter of the physi- 
cal condition of the client, to show why it 
will have no effect on the issuing of such 
a combination of contracts. ‘Suppose that 
the client is in very bad health, and should 
die immediately after the issuing of the con- 
tracts. The life insurance company has just 
received the $100,000. It will have to imme- 
diately repay this amount to the trustee. It 
will not be paying any more than it has re- 


ceived, hence has not been at any risk. Re- 
gardless of when the insured may die, this is 
still the case, and the company will not have 
been at any risk. 

As that portion of the total sum invested 
and used to purchase the annuity decreases, 
due to the payments therefrom of income to 
the purchaser, the reserve, or cash value of 
the life contract increases. The mortality 
table used by all the American life compa- 
nies, treats age 96 as the end of life, and all 
calculations are based on this fact, hence, at 
age 96 the reserve or cash value of the life 
contract will be $100,000 whereas there will 
be nothing left of the purchase price of the 
annuity. It must be clear from these facts 
that at no time will the insuring company 
be at risk on the case, provided the pur- 
chase of the two contracts are made simul- 
taneously. An examination of the purchaser 
will be required as a matter of form, or in 
order to comply with certain state regula- 
tions, requiring examination in any and all 
cases where the issue of a life insurance con- 
tract is involved. 

fe a & 

The Lehigh Valley Trust Company and the 
Dime Savings Bank of Allentown, Pa., have 
been merged. 
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CHEMICAL 
BANK 


TRUST GOMPANY 
165 Broadway, New York 
Established 1824 


STATEMENT OF CONDITION 


At the close of business, June 30, 1932 


ASSETS 
Cash and Due from Banks_______L"/___. $67,720 393.91 
U. S. Bonds and Certificates_____——95,830,391.49 


Bankers’ Acceptances and Demand 
Let SCS 


Eligible Paper and Short Term Notes____: 33,928 ,525..43 





















State and Municipal Bonds___________—_16,280,795.71 
Other Bonds and Investments —____ 6,041,958.55 
Loans and Discounts __SEE:—~SC=~ «809,289.93 
Banking Flouses 1,376,792.54 






Customers’ Liability on Acceptances 25,365,623.90 
ee 1,472,169.92 


$376,319,345.31 














LIABILITIES 







Capital Stock ____$21,000,000.00 
Surplus__.__.________. 40,000,000.00 
Undivided Profits 5,260,562.24 $66,260,562.24 











Reserved: Dividend, Taxes, Interest, etc. 3,541,859.74 













Acceptances Outstanding____._.____._. 25,893,603.06 
Acceptances of Other Banks Sold 

with Our Endorsement —______--—_—s_ $,470,651.33 
eg 464,542.23 
Deposits: 

Individuals $209,449,912.12 











Banks_______ 66 238,214.59 275,688,126.71 
$376,319,345.31 









Charter Menber New York Clearing House Association 


Member Federal Reserve System 
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OPERATION OF COMMON FUND FOR TRUST 
INVESTMENTS IN NEW ZEALAND 


ADVANTAGES EMPHASIZED DURING PERIOD OF FINANCIAL 
STRINGENCY 


J. W. MACDONALD 
Public Trustee of New Zealand 





(Epiror’s Note: The value of the mode of investment of trust funds provided by the 
Public Trust Office of New Zealand in its ‘Common Fund” and which has been in operation 
over thirty years, has never been so clearly shown as during this period of financial reverse, 
according to the last annual report of the Public Trustee, Mr. Macdonald. Investments of 
the Common Fund and allied funds under administration amounted to £36,230,830. While 
this fund is protected by government guaranty its operation is suggestive of the possibilities 
of similar common funds for trust investments by American trust companies.) 


MATTER of supreme importance in 

the administration of estates by the 

Public Trust Office of New Zealand 
is the investment of trust funds. In this 
aspect of trustee work the advantages af- 
forded by the office system of investment to 
the estate under administration are most 
pronounced. A wide and extensive guarantee 
of security of investment is provided by what 
is known as the “Common Fund” system. 
Under this system, investments are not set 
aside for any particular estate, but the 
moneys belonging to estates fall into one 
common fund from which the individual in- 
vestments are made, and the rate of interest 
payable on the various funds included in the 
general funds is fixed by the Governor- 
General in Council and is determined by the 
prevailing economic and financial conditions. 
Capital and interest are guaranteed by the 
state, and are so afforded the most complete 
security. Testators have therefore the sure 
and certain knowledge when they appoint 
the Public Trustee to act in a fiduciary ca- 
pacity, and direct investment in the Com 
mond Fund, that the money they leave at 
their death will be absolutely secure for the 
benefit of their dependants and beneficiaries. 
The chief considerations of most testators 
and settlors are the security of their capital 
and a regular income to their dependants— 
the Commun Fund system infallibly meets 
both these essentials. 


Beneficiaries Free From Worry 


Clients interested in estates under admin- 
istration by the Public Trustee the funds of 





which are invested in the Common Fund are 
freed entirely from the worry so frequently 
attendant on other forms of investment. They 
are not concerned with the individual in- 
vestments made from the Common Fund, and 
any losses made by the Public Trustee must 
be borne by him and not by the estate. They 
have thus no cause for concern about the 
safety of their investments; slumps in value 
and periods of depression do not endanger 
the interest or depreciate the capital. 

During recent years substantial difficulties 
have been experienced in this country, as in 
other lands, in the management of mortgage 
securities, but in the case of estates whose 
funds are invested in the Common Fund of 
the Public Trust Office the persons interested 
in the estates are freed from the anxieties 
associated with the general control of mort- 
gage investments or the handling of individ- 
ual securities. 

Once money becomes part of the Common 
Fund, interest accrues immediately and con- 
tinues until the funds are withdrawn. There 
is no break, with loss of interest, such as 
occurs when old investments are repaid and 
new ones have to be found. The Common 
Fund offers a continuing investment, and 
interest is allowed on the daily balance. This 
interest can be made payable at any time— 
weekly, monthly, quarterly, or half-yearly— 
as may be desired, whereas interest from 
special investments is usually payable quar- 
terly or half-yearly, and is available only 
after it has been paid by the borrower. In- 
vestment in the Common Fund ensures pay- 
ment to the beneficiaries at an appointed 
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A Seal that Means 
St. Louis 


To Every Banker 





date, whether interest on the individual in- 
vestments is paid or is in arrear. 


Capital Moneys Always Available 

An outstanding feature of the Common 
Fund system is that capital moneys invested 
in it are always available when the time ar- 
rives for distribution; in other words, the 
money is always liquid. This is of a special 
value to estates held for immediate distribu- 
tion, where it would be impossible to find 
separate investments for the short periods 
the money is held pending completion of the 
administration. As it is, the money falls into 
the Common Fund and becomes interest-bear- 
ing. In such cases it frequently happens that 
the interest earned exceeds the actual charge 
for administering the estate. 

In trust estates subject to life interests, 
this feature of investment in the Common 
Fund enables the Public Trustee to distribute 
the capital funds immediately the life inter- 
est terminates. An example of this advan- 
tage is afforded by a case of frequent occur- 
rence. Where a testator by his will leaves 
the income of his estate to his widow dur- 
ing her life with a direction that his estate 
is to be distributed amongst his children on 
her death, if the capital of the estate were 


specially invested in mortgages or in other 
forms of trustee investments it would be 
necessary after the widow’s death to wait 
until the mortgages were repaid or until the 
investments matured before the children 
could obtain their shares, or, in the alterna- 
tive, to realize investments, possibly on an 
unfavorable market. 

Whilst the Common Fund system is pro- 
vided for those who wish to avail themselves 
of it, testators and others placing their af- 
fairs with the Public Trustee are not pre- 
cluded from employing other forms of in- 
vestment. If they so desire, they may direct 
that their funds be invested outside the Com- 
mon Fund in ordinary trustee securities. If 
this is done, the actual investments belong 
to the estate. Every care is taken in in- 
vesting the funds, but, of course, there is no 
state guarantee, and, subject to the Public 
Trustee’s ordinary liability as a trustee, any 
loss falls on the estate. 

Testators and others are entirely free to 
choose one or other of the modes of invest- 
ment available, and it is their choice at the 
ereation of a trust or at ‘the inception of 
other similar transactions which determines 
the mode of investment to be employed in 
each particular case. In practice it is found 
that testators and settlors, to all of whom 
the comparative advantages of the alterna- 
tive systems of investment are fully ex- 
plained, show an overwhelming preference 
for the Common Fund method. 

a > & 


THE BROAD SCOPE OF TRUST SERVICE 

In an address before the trust functions 
conference of the American Institute of 
3anking the broad scope of trust service was 
surveyed by Edward N. Nippert, special rep- 
resentative of the trust department of the 
Fifth Third Union Trust Company of Cin- 
cinnati, Ohio. He addressed himself prin- 
cipally to services for living persons as dis- 
tinctive from testamentary agreements. The 
application of the living trust was first dis- 
cussed as relating to those who wish relief 
from care and responsibility of making ir - 
vestments, for those with large estates and 
for business and professional men. Next 
Mr. Nippert discussed the funded insurance 
trust and its advantages, the cumulative life 
insurance trust and the investment life in- 
surance trust. The agency trust was like- 
wise described and how it differs from living 
trusts. 


Old Kent Bank of Grand Rapids, Mich., 
has resources of $29,909,000 and $24,169,000 
deposits. 
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REAL ESTATE MORTGAGES RETAIN PRE-EMINENCE AS 





INVESTMENTS FOR TRUST FUNDS 


SUSTAIN MINIMUM OF LOSS THROUGH DEPRESSION PERIOD 


R. A. BENNETT 
Portland Trust and Savings Bank, Portland, Oregon 





(Eprror’s Note: Inasmuch as real estate mortgages occupy so important a place in 
the investment of trust funds, it is of timely interest to ascertain how this type of security has 
withstood the drastic tests of the past two years of violent deflation in values. Mr. Bennett 
discusses recent trends in mortgages as trust investments and makes the positive assertion 
that when present readjustments have run their course and a balance is struck that real 
estate mortgages, when conservatively made and selected, demonstrate their superiority as 
trust investments over all other types of legal investments. He also surveys some recent legal 
points relating to mortgage trust investments.) 


OR ages land has been pledged as secur- 

ity for credit. The exact origin of a 

real property mortgage is lost in an- 
tiquity. It is said that the Egyptians used 
mortgages extensively as security for obliga- 
tion to repay debts. One thing of which we 
may be assured, that is, we of this present 
day are not the first to lament that we 
have everything mortgaged “to the hilt.” The 
writings of the Prophet Nehemiah, B. C. 445, 
chronicle the protests of his people because 
they had been compelled to mortgage their 
lands, vineyards and houses to borrow money 
for the King’s tribute. 

A mortgage as we now know it has by 
the common law doctrine of equity developed 
from the harsh rule of an absolute convey- 
ance of the property whereby the legal title 
became vested in the mortgagee, to our pres- 
ent theory of only a lien or equitable title 
vesting in him with all right of possession 
and enjoyment of the property remaining in 
the mortgagor. This doctrine has greatly 
increased the practice of borrowing money 
upon real property. No other device known 
to the law has done more to develop our civi- 
lization and raise our standard of living than 
the common practice of extending credit upon 
the security of a mortgage. 

And may I say here that it is my positive 
opinion that when the present readjustment 
has run its course and a balance is struck of 
all the varied classes of investments made by 
the American investor in the past decade, 
real property mortgages, where there has 
been any degree of conservatism in extending 


the loan, will stand out preeminently as sus- 
taining a minimum of loss. 


Appropriate for Trust Fund Investments 

Since the primary duty of a trustee is the 
conservation of wealth, rather than the crea- 
tion of same, a mortgage is a particularly 
appropriate investment for his funds. Real 
estate mortgages meeting certain require- 
ments are legal investments for trust funds 
under the statutes of both our states. It goes 
without saying that a mortgage to be accept- 
able for a trust fund investment must be a 
first lien upon the property. The property 
should be revenue producing and improved 
in such a manner that it will be readily sal- 
able or return an adequate income on the 
investment if for any reason such property 
should afterward be acquired under the loan. 
Future value, as well as present, should be 
considered when extending the loan. Antici- 
pation of the need of cash for the beneficiary 
or trust estate and the time of maturity of 
the mortgage notes should be given due con- 
sideration. 

Generally speaking, trust funds should not 
be loaned on properties erected for special 
purposes or depending exclusively on some 
single industry or business for support. I am 
speaking now in general terms and do not 
have reference to rail and utility securities 
of certain classes which are authorized for 
trust investments under the statutes of vari- 
ous states. 

Occasionally an objection is made to mort- 
gages as an investment because they are not 
so liquid as bonds or other investments. Yes, 
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bonds are supposed to be liquid. Just now 
we have a lot of them around that are so 
“liquid” the value has about all run out. A 
mortgage may not always be converted into 
cash without discount as readily as a good 
bond, but it is seldom that a first mortgage 
loan properly made proves to be entirely 
worthless. 

With the usual trust fund, security and 
yield are more important than liquidity. Fre- 
quently the principal of a trust fund is not 
required for the current needs of the estate 
but is by the terms of the trust required to 
be kept intact for the benefit of remainder- 
men. Under such a trust it is more or less 
impossible to determine with exactness just 
when the trustee will be required to liquidate 
the trust. I think it is the practice of most 
trust companies to provide in their living 
trust agreements that the trustee upon the 
closing of the trust may negotiate and trans 
fer to the beneficiary in kind the investments 
belonging to the trust account. Where this 
is the case the trustee will not be required 
to liquidate them. 

On the other hand, the trust may be a tes- 
tamentary one with a mandatory requirement 
of liquidation of securities for distribution 
upon the death of a life tenant. When mak- 
ing mortgage investments from such funds 
due consideration as to maturities of the 
mortgages or their liquid features should 
be considered in connection with the probable 
requirement for cash. The value of a mort- 
gage is not subject to a fluctuating market 
like a listed security. The property pledged 
as security is usually in the trustee’s own 
locality, and its value is affected chiefly by 
local conditions. 


Special Supervision Demanded 

It is obvious that a mortgage loan business 
of any extent entails more or less work and 
supervision in looking after the loans. Un- 
less a trust company has an exclusive mort- 
gage loan departinent, it is doubtful whether 
construction loans should be handled. Such 
loans. because of the drastic mechanic lien 
laws in effect in most states, require special 
supervision to prevent difficulty with liens 
after buildings are completed. It is true 
that loans on new city residences, properly 
located, are especially desirable, and it is 
possible to obtain such after all construction 
costs have been fully paid. 

Certain continuous detail work is required 
in handling collections, checking on tax pay- 
ments and maintenance of fire insurance, as 
well as an occasional inspection of the mort- 
gaged premises. Any vigilant holder of a 
mortgage will give the proper attention to 


these matters. If a trustee invests its funds 
in mortgages, it necessarily must give proper 
attention to such. I shall not attempt to dis- 
cuss in detail the various factors to be given 
consideration when passing on loan applica- 
tions. <All of you, no doubt, are fully con- 
versant with such fundamental requisites to 
be considered as appraisals, depreciation, 
shifting values, ratio of loan to market value 
of the property, and moral risk as to the 
borrower. 


Group Mortgage Notes 

There is a special type of mortgage loan 
that is gaining popularity among trust com- 
panies, of which I should like to speak 
briefly. This is the so-called group or par- 
ticipating mortgage. Occasionally a_ trust 
company will have in its charge humerous 
trust accounts containing small principal 
balances upon which it is necessary to secure 
as much earnings as possible. Frequently. 
old people, long past the earning period of 
life, will intrust their all with us to be safely 
invested and to yield them the highest pos- 
sible income compatible with safety. Such 
is indeed a sacred trust. What can make a 
more desirable investment for such funds 
than a mortgage loan on some substantial 
piece of improved real property located where 
the trustee can be thoroughly familiar with 
all the conditions which will affect this prop- 
erty during the life of the loan? 

The repayment privileges of such a loan 
most naturally would extend over a long pe- 
riod of time, and the notes carry maturity 
dates in sequence to one another. Such an 
arrangement should enable the trustee to 
properly provide for the trust accounts which 
will require liquidation or consumption of 
principal at specified dates. 

I would recommend to a trustee that when 
making such a loan the participating notes 
be confined exclusively to its trust accounts; 
in other words, that it invest only the funds 
that will most likely remain within its con- 
trol until the maturity of the note. I would 
guard particularly against permitting such 
notes to be negotiated to independent parties 
or to be in trusts which might be subject to 
revocation by the trustee. If such a trustor 
upon revocation desired for some special rea- 
son of his own to keep such notes, it might be 
embarrassing to deny his request. 

I think this feature is especially important 
in Oregon because our Supreme Court has 
held that the endorsement and transfer of a 
note secured by a mortgage carries with it 
all rights under the mortgage without the as- 
signment of such (U. S. National Bank vs. 
Holton, 99 Ore, 419; 195 Pae. 823), and has 
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also held that the holder of a note secured 
by a mortgage has a right to foreclose the 
mortgage upon default of payments although 
he may be the owner of only one of several 
notes secured by the mortgage. (Roth vs. 
Troutedale Land Company, 838° Oregon 500; 
162 Pac. 1069). Where the statute provides, 
as it does in Oregon, for a method of making 
the other holders parties (defendant) in ef- 
fect, plaintiffs, in such a suit, it is obvious 
that it might be dangerous from the stand- 
point of a trustee representing a_ large 
amount of the owners of such notes, to per- 
mit a part of such to pass to other owners. 
In handling such an investment exclusively 
for trust accounts I can see no objection, on 
the theory of the trustee dealing with itself, 
in transferring the notes from one trust ac- 
count to another. I am quite convinced that 
the notes and the mortgage when executed 
should both run to the trust company as trus- 
tee. It would seem to me that this is the 
express intention of Section 481, Chapter 
206, Washington Laws 1929. 

Passing Valid Title from One Account to 

Another 

In French vs. Hall (S4 N, FE. 488; 198 Mass. 
147) the question arose as to whether a trus- 
tee could valid title from one trust 
account to another by mere entries on his 
books of credits and debits to the respective 
accounts. There the trustee, who was trustee 
for several different trusts, just before his 
defaleation made such a transfer for the le- 
gitimate uses of the respective accounts but 
made no endorsement of the note or assign- 
ment of the mortgage. When the benefici- 
aries learned of this transaction, the natural 
dispute followed as to who was the owner of 
the money with which the trustee absconded 
and who owned the note having security. 

The Massachusetts Supreme Court held 
that this transaction constituted a_ valid 
transfer of the title by the trustee from one 
trust to another. The plaintiff sought to 
void such on the theory that a trustee could 
not contract with himself on behalf of his 
trust estate. The court said such a _ trans- 
action where made in good faith was not deal- 
ing with himself, that the passing of title 
was valid, and that all book entries of the 
trustee were regular and for legitimate pur- 
poses, thus constituting an effective passing 
of the title between the trust accounts at the 
time. The case law on this particular point 
seems to be quite meager, but this case can 
be taken as some authority for handling this 
type of security in such a manner. 


All Trust Property Should Be ‘‘Earmarked”’ 
There is an important rule of law in han- 
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funds which in connection with 
mortgages some rather interesting 
questions. This is the requirement that all 
trust property be plainly designated as trust 
This should be done for the protec- 
tion of the trustee as well as for the protec- 
tion of the trustor and the beneficiary. The 
rule is to the effect that if a trustee co- 
mingles the trust funds with his own or takes 
i mortgage or trust investment in his name 
individually instead of “trustee,’’ and a loss 
regardless of the cause, the benefi- 
ciary may elect to take either the property 
or hold the trustee personally liable for the 
full amount of the trust fund plus the legal 
rate of interest. The courts look upon such 
practice as an actual conversion of the prop- 
erty by the trustee to his own use. (DeJar- 
nette vs. DeJarnette, 41 Ala. 708.) 


dling trust 


raises 


assets, 


occurs, 


Rights of Bona Fide Purchasers Acquiring 
a Title 


This rule would almost appear to work a 
hardship in certain respects, especially when 
dealing with instruments like mortgages 
which are placed of record. In certain in- 
stances it constitutes more or less impedi- 
ment to the easy transfer of the title. In 
White vs. Sherman (168 Ill, 589; 48 N. E. 
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128) the question of corporate stocks was 
involved, and the court held that facility of 
transfer did not constitute a defense for a 
trustee taking securities in his own name. 

Now just what is the effect as regards fa- 
cility of transfer when a deed or mortgage is 
recorded which recites that the grantee or 
mortgagee is a trustee? It is a well known 
principle of trust law that anyone dealing 
with a trustee with notice of the trust is 
bound at his peril to ascertain the terms of 
the trust. In other words, if the trustee at- 
tempts to transfer the property in violation 
of his authority, his grantee can acquire no 
title as against the cestui que trust. Since 
the recording acts are for the purpose of 
showing the status of all titles to real prop- 
erty, such a conveyance would be notice to 
any subsequent taker of the title of the ex- 
istence of the trust. This impediment to the 
transfer of the title can only be overcome by 
a recital in the deed of the powers of the 
trustee to thereafter convey, or a placing of 
record an excerpt of a trust agreement show- 
ing such authority. I recognize it is the com- 
mon practice for trust companies to take all 
trust titles to real property in absolute form, 
and slight objection can be raised to such 
practice, but it is conceivable that situations 
might arise where it would be preferable to 
have the title running as trustee; especially 
is such the case if the trustee makes a pur- 
chase of real property for the trust estate. 

It is a general rule—and determined by 
more than one decision in Oregon—that one 
dealing with a trustee does not have to see 
to the proper application of trust funds or 
purchase money. (Beakey vs. Knutson, 90 
Ore. 574; 174 Pac. 1149.) This is true only 
if the party dealing with the trustee has no 
knowledge that the trustee will misapply the 
funds received; but the law does impose a 
duty on one taking property where the rec- 
ord shows in the chain of title a grantee held 
his interest in the property in trust for some 
purpose. “The mere recital of the word 
‘trustee’ is sufficient to put all persons tak- 
ing an interest in the property on notice as 
to the existence of the trust.” (Connor vs. 
Wahl, 330 Ill. 136.) 

This question as regards a mortgage I 
think is different somewhat from a deed. If 
the trustee makes the loan it should take 
the mortgage as trustee. If it purchases the 
loan the assignment of the mortgage should 
run to it as trustee. This would prevent any 
future dispute as to whether it was a trust 
or corporate investment. 


Public Record of Conveyances 


Since in our states a mortgage is only a 


lien or an equitable interest in property and 
on its face shows it has been given as secur- 
ity for the debt, the holder is obliged to re- 
lease the mortgage upon the payment of the 
obligation. A subsequent encumbrancer or 
taker of the title is protected in relying 
upon the record which shows the mortgage 
duly released by the trustee, although the 
trustee released in violation of his authority ; 
provided the third party had no knowledge 
of the breach of trust. 


“The public records of conveyances affect- 
ing the titles to real estate are established 
by statute to furnish evidence of such title, 
and a purchaser has a right to rely upon 
such records unless he has notice of some 
title conveyance or claim inconsistent there- 
with. If reliance can not be placed on the 
disclosure of the records relative to such title, 
then no one can purchase an interest in real 
estate free from the possibility that some- 
where in the chain of title a mortgage or 
trust deed has been assigned and wrongfully 
released by the trustee.’ (Connor vs. Wahl. 
See, Mann vs. Jummel, 183 Ill. 523, and Len- 
nartz vs. Quilty, 191 Ill. 174.) 


The Illinois court seems to make a distine- 
tion in the cases involving the right of a third 
party taking title without notice of a breach 
of trust, where the release of the trust deed 
was executed at or after maturity of the 
notes secured by the deed, and where the 
release was executed and placed on record 
before the debt was due. See Kendall vs. 
Herbert, 342 Ill. 464, 


Assignment of Mortgage 


The matter of an assignment of a mortgage 
by a trustee raises a slightly different ques- 
tion and apparently the rules, relating to as- 
signments of mortgages and transfer of notes, 
adopted by the Supreme Courts of Oregon 
and Washington, are radically different. An 
assignee taking a mortgage and note from a 
trustee would be obliged to ascertain the 
trustee’s authority to transfer or assign 
such, and it is possible that a third party 
taking his title from the trustee’s assignee 
might be obliged to ascertain the trustee’s 
right to assign the mortgage. 

In Oregon the endorsement and transfer 
of a note secured by mortgage carries with 
it the mortgage without formal assignment 
of same. (United States National Bank vs. 
Holton, 99 Ore. 419; 195 Pac. 823. Holt vs. 
Guaranty & Loan Company, 136 Ore, 272; 
296 Pace. 852). A holder of the note will 
prevail over the assignee of the mortgage. 
(Barringer vs. Loder, 47 Ore. 223; 81 Pace. 
778). Our court has interpreted Section 54- 
104, Oregon Code 1930, relating to recording 
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of the assignments of mortgages, as not being 
mandatory that the assignee record an as- 
signment. (See Oregon cases above.) 

The Washington Supreme Court in Cad- 
wallander vs. Sprengle, 131 Wash. 16; 228 
Pace. 834, in construing Section 10596 of Rem- 
ington’s Compiled Statutes, which provides 
for the recording of real property instru- 
ments, held that the holder of a mortgage 
note not having recorded the assignment of 
the mortgage, could not prevail over a bona 
fide taker of title without notice of the trust 
where a trustee had wrongfully released the 
mortgage. The original mortgagee sold the 
note without assigning the mortgage, but 
executed a declaration of trust in favor of the 
note holder which was also not placed of 
record. A bona fide purchaser substituted 
another mortgage for the existing debt and 
secured a release of the original mortgage 
from the trustee. The court held he was pro- 
tected despite the fact that the mortgage 
contained a provision stating, ‘“‘This mortgage 
is for the use and benefit of the mortgagee 
and for such person or persons, body or 
bodies politic or corporate who may from 
time to time be the holders and owners of 
any of said notes.” The court said this did 


not constitute notice of existence of trust. 

Section 63-110, Oregon Code 1930, is rather 
a singular statute relating to deeds wherein 
there is only the word “trustee” appearing 
after the name of the grantee. It provides 
in such cases that the grantee is presumed 
to be trustee for himself only and makes the 
presumption conclusive after five years from 
the recording of such instrument. For an 
interesting interpretation of this statute see 
Heitkemper vs. Schmeer, 281 Pac. 169, where- 
in the holding of the trial court was reversed 
and the case remanded. It has now been re- 
tried and is pending a second appeal. This 
case would indicate that a purchaser taking 
title to property with a record showing such 
a trust deed, would do so at its peril, espe- 
cially if within five years from the recording 
of such deed. It would seem that the inten- 
tion of this statute is not the protection of 
bona fide purchasers dealing with a trustee, 
as much as it is to be a statute of limitations 
against calling such a title into question after 
a period of five years had elapsed subsequent 
to such a deed being placed of record. 

In conclusion, I still maintain that the real 
property mortgage loan, properly made, can 
not be surpassed for stable security. 
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FOR WHOM IS TRUST ADVERTISING WRITTEN? 
INTERESTING OBSERVATIONS AND REACTIONS SUBMITTED 
BY AN “OUTSIDER” 
DOROTHEA B. COGSWELL 


Graduate Student, Boston University College of Business Administration 


(Epiror’s Note: “See ourselves as others see us,” is a time-honored injunction which 
may be profitably applied by those who write trust company advertising and literature. 
The following article derives interest because it is written by an “‘outsider’’ and gives reactions 
to the undoubtedly large amount of trust literature which she has read and setting forth ques- 
tions as to trust literature which have presented themselves to her own mind. Miss Cogswell 
asks the editor to state that although, for the sake of clearness her own name stands alone as 
author, this summary of her research was written with the collaboration of her mother, 
Theodora B. Cogswell, who is a writer of experience.) 


ATE in January, 1952, after three years 
interested observation of some typical 
fiduciary advertising and after discus- 

sion with fiduciaries and insurance men, I, an 
outsider, embodied my critical and amateur 
ideas in a research thesis. By odd coinci- 
dence, a fortnight later, at the Mid-Winter 
Trust Conference a still more critical speech, 
in startling contrast to the four advertising 
speeches of the 1931 conference, was given 
by J. E. Drew from the trust expert's stand- 
point. 

I read Mr. Drew’s conclusions about “inex- 
cusable waste” and “valueless returns,” guilt- 
ily eyeing a thick pile of trust pamphlets. 
Though I had collected many pamphlets as a 
researcher, more had sought me in 1929 in 
our modest, suburban home, whence I had 
answered friendly newspaper offers of trust 
information. A brief correspondence card, 
rather immaturely written, might evoke from 
one to six elaborate booklets, better suited to 
dwellers in marble halls. So here to repay 
those wasted publicity dollars I volunteer the 
impressions those pamphlets made on one 
recipient—realizing that today, as a life in- 
surance official lately told a group of under- 
writers: “Every man is not a prospect,” and 
that, like the insurance man’s time, trust 
advertising “is a valuable asset,’ (whose 
expenditure should be directed into the most 
productive channels. 

Not long ago another insurance official 
whimsically told a joint trust and insurance 
conference that: “The banks and trust com- 
panies are now paying for advertising of 
life insurance which no insurance commis- 


sioner would permit any insurance company 
to pay for.” 


‘Whom Do Fiduciaries Want to Reach?”’ 

Many of my pamphlets deserve Mr. Drew’s 
adjectives: “insipid and pointless.” I turn 
pages of generalities which vexed me when 
I first sought trust facts as I would have 
sought sewing-machine or typewriter facts 
from pamphlets. I asked: “What do you do 
and how? How often do you send payments, 
reports, ete.? What is your charge? Your 
minimum charge? Your minimum trust?’ and 
similar logical questions. How many an- 
swers could I discover in that ornate heap? 
I found sentiment, sympathy, feminine ap- 
peal—but little bedrock information for me, 
trained by accounting, law, and economics to 
a business man’s definiteness. ‘Therefore now 
I echo Mr. Drew, asking: ‘“‘Whom do the 
fiduciaries want to reach?” 

Are they trying by sob-stuff to convince 
each woman that she has not an inborn 
genius for managing property? Or offering 
business men platitudes and tax schedules 
for facts? Are they seeking people of limited 
means, the well-to-do, or the distinctly rich? 
life insurance trusts, I asked 
eighteen trust officers and life underwriters 
those questions last Fall. Eight answered 
that such trusts, not planned primarily for 
either the extremely rich or the average, mid- 
dle-class folk, served both equally. Four 
thought them aimed chiefly at the “small, 
average man,” three, primarily at the rich, 
society group. Three .considered them most 
popular among fairly well-to-do business 
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men, accumulators rather than inheritors of 
large estates. 


Definite Direction and Appeal 

Such diverse answers reveal the lack of 
working knowledge on this basal point in 
those most concerned. What wonder that 
trust advertising has been equally diverse in 
the avenues and direction of its appeals? 
Many fiduciaries produce publicity nominally 
for the average man, illustrated with exam- 
ples describing types whom that man con- 
siders plutocrats—in a single booklet by one 
argument aiming at two different goals. Can 
such advertising pay? 

Thus, many banks imply that the average 
man certainly earns $10,000 a year, carries 
$20,000 life insurance, and has considerable 
real and personal created estate. One pam- 
phlet, avowedly for a prospect who has 
“worked hard to provide for his family,” 
assumes that by 40 he has saved $30,000 in 
good 6 per cent bonds. (Our fairly prosper- 
ous suburb has not many such.) The same 
booklet mentions another average man who 
on $10,000 a year has acquired $100,000 and 
earries $50,000 life insurance. It lists fed- 
eral estate and state succession taxes on 
$10,000 to ten million. Yet this pretentious 
pamphlet announces that “of lump-sum life 
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insurance payments of $5,000 and over, 75 
per cent is consumed or dissipated in from 
seven to ten years.” Why tell that to the 
prosperous, when it chiefly concerns the 
smaller amounts, dissipated because both 
principal and income are required for imme- 
diate family readjustments? 

Another pamphlet, mentioning legal exemp- 
tions for small estates implies that the ma- 
jority will fall into the “excess over $40,000 
insurance class.” Other fiduciaries try to 
reach everyone by explaining trusts either 
without examples or by border-line instances. 

Let us face acknowledged facts. Statis- 
tically the average insurance prospect today 
earns $3,000 to $4,000, whether he holds a 
business, teaching, ordinary bank, or arti- 
san’s job, or is a professional man. The 
average policy is for $2,500 to $4,000; al- 
though an individual may carry a number of 
policies in different companies. At a life 
underwriters’ meeting in 1929 a Million Dol- 
lar Round Table man said, offhand, that his 
averaged-sized total policy ran about $15,000 
to $18,000. Clearly my pamphlets misrepre- 
sented men’s average earnings. 

Certain trust officers, interviewed as to the 
vague blending of appeals, replied that they 
considered their literature “educational,” in- 
tended to rouse the public to inquire about 
that bank and its service, and to teach some- 
thing about life insurance trusts to those who 
might sometime become good prospects. But 
is not this attitude questionable? 

What happens when the genuinely average 
Jim Brown, elated by moderate success, an- 
swering a bank’s come-on eall, gets that elab- 
orate flood of presumable truth about most 
men’s earnings? How about his wife, proud 
of her husband’s $4,000 pay, who, by accept- 
ing a pleasant newspaper offer of trust facts, 
brings home this startling information which 
reveals an unrealized world. Or perhaps a 
fiduciary advertises: “The moment a woman 
is first faced with the problem of handling 
investments is the time when she most needs 
expert financial advice. When this time 
comes, the Blank ‘Trust stands ready to ad- 
vise her on every problem which necessarily 
arises.” 

Impulsive Mrs. Jim thinks: “That sounds 
good. I’ve got the $1,000 mother left me, 
and we’ve saved $2,000. I'll write them.” 
The fiduciary sends her a pamphlet which, 
describing the change which brought the 
automobile, at first designed for the exclu- 
sive use of the rich, into everyone’s range, 
continues: “It was that way with the trust. 
Our best brains designed it for the use of the 
rich; this limited class made valuable use 
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of it; others saw its advantages; and now 
it is coming into general use.” 


Mr. and Mrs. Jim Brown Suffer Humiliation 


So Mrs. Brown, with her bankbooks show- 
ing $3,000, backed by Jim’s salary, goes joy- 
ously after the proffered advice—and learns 
that her few dollars are not wanted. Per- 
haps she goes home crushed, taught her 
proper place in life; perhaps she acquires 
some soreness toward that useless Jim who 
cannot provide what has “now come into 
general use.” But suppose she carries home 
a natural feminine resentment toward the 
fiduciary which needlessly led her into a 
humiliating position? Suppose—as has hap- 
pened to the soundest banks—someone starts 
a whisper against that or some other persua- 
sive company? Who will be readier to join 
the dangerous game? Even pawns count 
then. 





To return to Jim—I hold an exquisitely 
printed folder: “ ‘Build me an estate—to en- 
joy in the years to come—and to leave for 
my heirs when I am gone.’ Any young man 
of sound and consistent earning ability might 
well walk into the Friendly Trust today and 
give it such a commission.” Jim, believing 
he is that young man, walks in—and out 
again, head hanging, from the “educational” 
experience. Is he a better citizen for it? 
Has scorn of his saved $2,000 encouraged 
further saving? Suppose he says: ‘“What’s 
the use in this rich man’s world? I ean’t 
protect my family properly anyway. Let’s 
live while we're young.” And does he love 
the fiduciary which “educated” him? 


Perhaps such hidden chapters underlie 
some modern bank failures. Certainly such 
“education” discourages faithful workers. 
awakens their self-distrust, intensifies their 
treadmill feeling, arouses invidious compari- 
sons and the individual’s sense of maladjust- 
ment to the social scheme. Yet what factor 
in life should, for its own selfish sake, be 
slower to aid discouragement, kindlier to 
help a man to build up his estate from the 
smallest beginnings than the bank whose 
whole prosperity is built on the prosperity 
and goodwill of the united individuals of 
the community? 


Perhaps I preach unduly; but I have yet 
to hear a single trust officer voice this broad- 
er view. I have, however, heard several, 
from a practical outlook, condemn advertis- 
ing written for the rich but addressed to the 
average as “stupid,” “poor advertising,” or 
“poor business,” and pride themselves on not 
using it. 
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Serving ‘‘The Small Average Man” 


Now for constructive suggestions: If the 
“small, average man” is to be reached by 
trust literature, this must have precept and 
illustration adapted to his needs and capital. 
It must tell him clearly the minimum estate 
ordinarily handled, the minimum fee charged, 
and offer a practicable, constructive program 
suited to his salary. But will these be enough 
response to pay for such advertising? Prob- 
ably not. Mr. Drew declares bluntly: “How 
foolish it is to spend money advertising serv- 
ices for which we have no field.”” He also 
questions the commonsense of life insurance 
trust selling by underwriters who sell $2,000 
and $3,000 policies to people of small means, 
feeling it unfair to have these agents spend 
time arranging small life insurance trusts 
which the fiduciaries. refuse to accept. 

Last year, interviewing ten corporate fidu- 
ciaries on their minimum life insurance trust 
requirement, I learned that three would ac- 
cept $10,000; one $20,000; one $25,000; one 
$30,000-$35,000. Three required $50,000 except 
in special circumstances. When I interviewed 
seven insurance men, six told me that $25,000 
was the minimum required by every bank; 
the seventh, $50,000. I suggest that, in 
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border-line cases where discretion is a requi- 
site for a small trust. underwriters sound out 
individual banks. Stern regulations ean 
sometimes be modified—as by those fidu- 
ciaries with a customary $50,000 minimum. 
Naturally, the larger the fiduciary, usually 
the larger the acceptable trust. Suburban or 
small city fiduciaries welcome small trusts 
to grow on—as once did those larger fidu- 
ciaries. 

Under present administrative methods, no 
trust smaller than $10,000 or, for a large 
fiduciary, $25,000. seems worth soliciting— 
despite my pretty pamphlets. From $10,000- 
$25,000 up an individual appeal to each class 
of prospects could be made through sepa- 
rate pamphlets, or separate sections of one 
pamphlet, identifyingly entitled: “For the 
Man with $10,000,” “For the Man Who Has 
Arrived.” 

Here is the neat. one-sheet folder of a sub- 
urban fiduciary, addressed to the man who 
at 40 has saved $10,000; here a simple, at- 
tractive pamphlet from a city fiduciary to a 
man who at 30 can place in trust $10,000 to 
fund a life insurance trust of approximately 
$40,000 at his death. Such reasonable adver- 
tising of practical possibilities stimulates a 
man of limited means to build for an attain- 
able future. It does not misleadingly sug- 
gest his inferiority to the “average man.” 

For the difticult border-line Glass. a clearly 
defined, sectional pamphlet, as described 
above, would provide a first approach. Let 
the prospect select his own dose from the 
prescription closest to his diagnosis of his 
circumstances. This is already done by sev- 
eral companies regarding family relation- 
ships, attendant complications, ete, Why not 
extend it to the amounts involved? News- 
paper and trade advertising should consider 
the readers’ probable resources. 

For rich men approaches should be logical 
and full of facts. Most men who have in- 
herited wealth, though excellent customers 
for plain trusts, feel too soundly entrenched 
to care about providing for the future by 
life insurance trusts; therefore the two ap- 
peals to wealthy prospects should be kept 
distinct. 

The Best Prospects for Trust Service 

The best buyer of life and business—in- 
surance trust service is the man who has 
accumulated his own fortune, usually begin- 
ning where life insurance was his chief 
He knows its value and the value of 
his own life. With wealth he has perhaps 
accumulated some concealed vanity. Will 
Classifying him as just an “average man” 
please him as much as hailing him frankly 
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as a success to whom his family now look 
for comforts which, Without his forethought, 
may end with his death? Such appeals to 
self-made men, including such brief, essential 
facts of cost and method as they are accus- 
tomed to find in business advertising, give 
better promise of efficient service than 
“sloppy sentimentality” can. 

A Boston paper here has lately carried 
Several pseudo-personal letters—such as one 
from a successful son With $165,000 life in- 
surance to his mother—wherein every word 
is planned to suggest to equally successful 
readers comparisons and possibilities. In 
1930 Franklin W. Ganse, the expert under- 
writer, at a joint trust and insurance meet- 
ing, begged trust men to furnish “literature 
which we can use without actually becoming 
peripatetic trust officers”—literature which 
would help to present the picture “in a real, 
logical, simple way, especially to people who 
are able to buy in large amounts.” 

I make one individual suggestion, based 
on two years’ admiring study of accounting 
methods of fiduciaries in New England cen- 
ter. Companies which have spent thousands 
perfecting marvelously exact systems with 
reliable security protection ignore this 
achievement in their advertising. Yet they 
aim to reach men familiar with business 
methods and with machine bookkeeping ac- 
curacy, able to understand dual check, dual 
security control, and a Statistical basis for 
investment decisions. How many underwrit- 
ers even imagine this solid foundation under- 
lying trust service? What hint of it is there 
usually in trust advertising % 

May I add, regarding other trust activities, 
that nine-tenths of the publicity through 
Which I first approached the subject chilled 
me by a certain professional gloom. Then I 
discovered articles Written for trust men by 
trust men, and speeches from trust confer- 
ences. I was present as guest at some local 
meetings—and the corpse came alive for me. 
If trust “literature” can ever become as defi- 
nite, human, and enthusiastic as the “inside” 
articles and discussions seem to this out- 
Sider, trusts will practically sell themselves, 
and the elusive “small, average man” will 
compel these efficient people to devise some 
medium whereby he, too, can share in such 
a feast of protection and goodwill. 

eo fe 

An international census shows ownership 
Of 35,263,397 automobiles and motor vehicles 
throughout the world at the close of 1931, 
a decrease of 0.5 per cent during the year. 
United States leads with registration of 25,- 
986,383. 
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ECONOMIC IMPORTANCE OF THE DEED OF TRUST 


ENHANCES VALUE OF REAL ESTATE AND INCREASES BORROWING CAPACITY 


A. L. LATHROP 
Vice-president, Union Bank and Trust Company, Los Angeles, Cal. 





(Epiror’s Note: Any instrument which makes for improved procedure, greater secur- 
ity and enhancement of value in real estate and home building finance is of prime economic 
importance at this time. The deed of trust is coming into wide use in the United States as an 
instrument to secure loans on real estate and has proven superior in many ways to mortgage 
financing. Mr. Lathrop, in his paper before the California Bankers Association convention, 
from which salient portions are given herewith, presents an illuminating description of the 


manifold advantages of the deed of trust.) 


HE deed of trust, as an instrument, to 

secure loans upon real estate has, in 

California, assumed a position of para- 
mount importance. Twenty years ago, the 
use of the deed of trust was comparatively 
unknown. In fact, until Section 2220 of the 
Civil Code was adopted in its present form, 
the trust created by its use as an instru- 
ment to secure a debt, was not authorized 
by the California Statutes, and, therefore, 
those in use for nearly twenty years prior 
to 1929 were, in fact, as to the trusts cre- 
ated, invalid, except insofar as court deci- 
sions had validated them as a matter of pub- 
lic policy, because of the extensive use that 
had come to be made of them. 

At the present time in Los Angeles County 
alone, according to its records, real estate 
loans in the amount of $2,400,000,000, are se- 
cured by deeds of trust. The amount so 
secured in all of California, runs into a total 
of huge proportions. 

The deed of trust was first used to secure 
second lien money. As an instrument to se- 
cure first liens, it was originally suggested 
by borrowers who wished to reduce their in- 
terest charges. The theory was that if a 
deed of trust were given to secure a first 
lien, more money could Je borrowed under 
the first lien at first lien rates of interest, 
and the necessity for borrowing on a second, 
eliminated. 


Expands Borrowing Capacity of Real Estate 

As the years went on, the desirability of 
the deed of trust as a safe means of increas- 
ing the borrowing capacity of real estate, be- 
came apparent in connection with all classes 
of loans, and the result has been that in 


California, it is used very extensively by 
lending institutions; in some regions, almost, 
exclusively. 

Experience of the years has demonstrated 
that lenders can safely expand their busi- 
ness and create new business, by the use of 
the deed of trust, and that borrowers are 
able to borrow more money. In other words, 
the use of the deed of trust expands the 
borrowing capacity of real estate, and per 
contra, increases its value. In Los Angeles 
County it is estimated that this additional 
borrowing capacity and added value, amounts 
to not less than $500,000,000. 


Simple and Expeditious Procedure 

Now, why is the deed of trust so much 
better as an instrument to secure a loan from 
the standpoint of the lender, and why can a 
bank, or mortgage company, or insurance 
company, or private lender, afford to lend 
more money under a deed of trust than under 
a mortgage and be safe in so doing? 

Primarily, because the method of realizing 
upon, or acquiring the security, in the event 
of a default, is quick and expeditious, and 
final and conclusive. It requires about four 
months to complete a trustee’s sale under a 
deed of trust, upon a default in the payment 
of principal and interest, or otherwise, under 
the terms of the deed of ‘trust. At the ex- 
piration of this period, the trustee sells the 
property to the highest bidder, and the pro- 
ceeds are used to apply upon the loan, any 
surplus going over to the borrower, or whom- 
soever may be legally entitled to receive it, 
as for instance, junior encumbrancers, 

The sale is conclusive, there being no pe- 
riod of redemption during which, after the 
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Formerly The First Bank & Trust Company, The Citizens Trust Company, 
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sale, the borrower may redeem the property. 
Theoretically, the proceeds of the sale are 
used to pay the debt, with the surplus to the 
person or persons entitled to get it, but, 
practically, in almost every case, no one else 
bids, and the purchaser at the sale is the 
beneficiary under the deed of trust, who thus 
receives the property to apply upon the debt. 
This short and simple procedure is in con- 
trast to 'the involved and lengthy action re- 
quired to realize upon the security when a 
mortgage is given to secure a loan. 


Involved Procedure in Foreclosure 
Under Mortgage 

First of all, in the crowded courts of Los 
Angeles County, for instance, the tedious- 
ness of the procedure to foreclose under a 
mortgage, is sufficiently aggravating when 
the borrower makes no defense. In such a 
case, judgment by default is had in about 
thirty days. Within another thirty days, the 
sheriff sells the property, and the period of 
redemption following, which is one year, 
fixes the minimum period between fore- 
closure and acquisition of the title, at four- 
teen months. 

This is not a typical case, however, be- 
cause, generally, the borrower files an an- 
swer, and then there is small chance, indeed, 
of the case being set for trial in less than 
fifteen months after the suit is brought, and 
the period of redemption will not end, in 
any case, until thirteen months following the 
date of the judgment; therefore, the facts 
are that seldom will the creditor be able to 
acquire a merchantable title to his security 
in less than twenty-eight months from the 
date the suit is filed. This makes it well over 
two (2) years before the lender can get pos- 
session of his security, in which time, the 
property invariably deteriorates with great 
rapidity. 

If it be improved with a residence, the 


TRUST FUNDS: $38,304,904.52 


plumbing gets out of order, the house suffers 
for lack of paint, the landscaping goes back 
to the desert, no repairs are made, and the 
whole place settles into a dilapidated and 
shabby state, and all this time, while the 
property is under foreclosure following the 
day of the decree of the court, the title is 
an unmerchantable one, with the borrower 
in possession. 

No title company will insure the title until 
the period of redemption has passed; there- 
fore, you cannot sell it, because you cannot 
convey good title. You cannot borrow on it, 
because your title is not complete. It is out 
of the market for all practical purposes. It 
is true that the owner has the right to re- 
deem it, but in all my experience, and as far 
as I can learn, in the experience of practi- 
cally every person in the mortgage loan 
business, the redemption of foreclosed prop- 
erty by the owner, seldom, if ever, occurs. 
Personally, I have never known of a ease. 


Advantages of the Borrower 

Now as to the borrower. What advantages 
accrue to him under the use of the deed of 
trust? They can be stated quickly, not- 
withstanding that they are of primary im- 
portance, and may be summed up as follows: 
He can borrow more money at lesser costs 
for interest. Under a deed of trust, a sav- 
ings bank for instance, can safely lend from 
40 to 50 per cent of the conservatively ap- 
praised value of the property. Under a mort- 
gage, it can lend only from 30 to 40 per cent. 

Building and loan companies, mortgage 
guarantees, and real estate loan companies, 
and many other conservative loaning institu- 
tions, as well as individuals, lend as high as 
60 per cent of tthe appraised value of prop- 
erty upon the security of a deed of trust, as 
against the 30 to 40 per cent which they 
could safely lend under a mortgage. Thus, 
the borrowing capacity of real estate is en- 
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hanced by the use of the deed of trust, and 
as a corollary, the value of the borrower’s 
property is increased. 


Effect on Business of Realtor 

And what of the realtor? How has the 
use of the deed of trust affected his busi- 
ness? In my estimation, it has done more 
than any one single thing to promote the 
retail sale of real estate in the State of 
California. 

In the ordinary course of the real estate 
business in California, the sale of real prop- 
erty rarely involves the down payment of 
over 25 per cent in cash. The balance is gen- 
erally secured by a purchase money deed 
of trust, or first and second lien deeds of 
trust, may be used to secure the unpaid por- 
tion of the purchase price. 

It is hard to find many buyers who are 
able to pay down 40 to 70 per cent in cash, 
to bring the remainder of the purchase price 
within the possible lending limits of a mort- 
gage. To me it seems conclusive that the 
deed of trust, as an instrument to secure 
debt, by making it possible for persons of 
slender means to buy homes on easy terms, 
operates as a tremendous stimulant in the 
real estate market. 


When corporations and 
individuals move from 
your city to the Newark 
territory, give them a 
letter of introduction to 


New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


¢ Member Federal Reserve System ¢ 


NEWARK, NEW JERSEY 


Important Factor in Home Building 

There are literally thousands of home own- 
ers in California who, but for the availability 
of the deed of trust as an instrument to se- 
cure an unpaid balance of the purchase price, 
would never have owned their own homes, 
nor would they have attempted to so estab- 
lish themselves. It has been one of the most 
important factors in home building, and thou- 
sands of small home owners would be liv- 
ing in small flats or tenements but for the 
deed of trust, which makes it easy to buy, 
pay for, and own a home. 


Any instrument of security which increases 
the value of real estate by enhancing its bor- 
rowing capacity and enables borrowers to 
borrow more money at lesser rates of inter- 
est, is of paramount economic importance, 
and that it has come into such general and 
widespread use in California, is proof that 
such is the case. It contributes to the pub- 
lic health and welfare, and the public peace, 
by promoting, encouraging, and facilitating 
the establishment and ownership of homes. 


In contemplation of the foregoing, it seems 
to me the tremendous economic importance 
of the deed of trust has been incontrovertibly 
established. ... 
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State of Washington. 


Correspondence Invited 


The Old National Bank 
& Union Trust Co. 


Spokane, Washington 


Deed of Trust in Wide Use 

In twenty of the leading states, and in 
Hawaii, and the District of Columbia, the 
trust deed or mortgage with right of sale, is 
in general use, with no right of redemption 
following a sale. These states are as follows: 
Arkansas, Delaware, District of Columbia. 
Florida, Hawaii, Louisiana, Maryland, 
Massachusetts, Mississippi, Nevada, New 
Hampshire, New York, North Carolina, Ohio, 
Oklahoma, Pennsylvania, Rhode Island, 
South Carolina, Tennessee, Texas, Virginia, 
West Virginia. 

In New York, where mortgages with power 
of sale are generally used, and where most 
of the large insurance companies are located, 
it will be noted there is no equity of redemp- 
tion following a mortgage foreclosure sale. 
The sale is final, and title passes to the pur- 
chaser at the sale, free and clear of any re- 
demptionary rights of the mortgagor. 


Practice in England 

mortgage is considered in- 
complete without a power of sale. In fact, 
since Lord Cramworth’s Act, in 1860, and 
the Conveyancing and Law of Property <Act 
of 1SS1, all mortgages are in effect made 


In England, a 


power of sale mortgages, for these acts pro- 
vide for a statutory power of sale in all 
mortgages, if and so far as a contrary inten- 
tion is not expressed by the terms and _ pro- 
visions of the mortgage deed. 
jo ge a 
INTERDEPENDENCE OF BANKING 

In advocating the extension of clearing 
house cooperation as the most direct solution 
of problems of American banking, W. A. Me- 
Donnell, vice-president of the Bankers Trust 
Company of Little Rock, Ark., says: 

“In my opinion, the salvation of American 
banking in its present form—a dual system 
of independent unit banks—lies in the exten- 
sion of this clearing house principle to every 
bank in the United States. We are going to 
have to change the phrase ‘independent unit 
system’ by which our banking system has 
been characterized. We must strike out the 
word ‘independent’ which means self-suffi- 
cient, self-directing, alone. We must substi- 
tute the word ‘interdependent, which means 
mutually or reciprocally dependent. If our 
system is to live it must become a system of 
interdependent units. This can be brought 
about only through the extension of the clear- 
ing house principle.” 
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UNION TRUST COMPANY OF CLEVELAND MAKES TOUCHDOWN FOR 


BUSINESS RECOVERY 


real front-page story comes from 


kind 


he great 


credit and 


a \ 


Tuis bank is now ready 
to make construction 
loans to customers who 
want to build their own 
homes. 


This is part of the nation- 
wide effort to put more 
dollars to work, put more 
men to work, encourage 
material-buying. and point 
the way toward a general 
business recovery, fos 
tered by banks and by the 
government and aided by 
the Reconstruction 
Finance Corporation. 


We believe that thrifty 
citizens, of the home-own- 
ing type. should be among 


onstruction Loans 
to Help Build Small Homes 


the first to receive the 
benefits of improved 
credit conditions. 


In Cleveland today there 
are hundreds of men, with 
a few thousand dollars put 
away, who would like to 
take advantage of present 
remarkably low building 
costs, and build, for their 
families, the sort of homes 
they have always wished 
to own. 


We desire to encourage 
especially the building of 
these small homes; and 
therefore, we are limiting 
the amount of any one 


loan to $5,000. 


Applications for construction loans may 
be made at any of our offices after Jaly Ist. 
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ADVERTISEMENT OF THE UNION TRUST COMPANY 
OF CLEVELAND FEATURING AVAILABILITY OF LOANS 


FOR BUILDING OF SMALL HOMES 
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Of late a new and simple formula has been 
slowly emerging. Here and there courageous 
bankers have endeavored to set it in motion. 
It is based on the premise that recovery 
must come from the bottom and become cu- 
mulative. It is precisely this idea which is 
back of the recent announcement made by 
Chairman J. R. Kraus of the Union Trust 
Company of Cleveland that the bank is pre- 
pared to make construction loans to home 
builders who are customers of the bank, thus 
gradually but definitely setting in motion 
those processes that are most likely to put 
bank credit to work in the direction of stim- 
ulating business and employment. This step 
is well-timed because of improvement in the 
credit situation and because of favorable 
conditions for residential construction. Past 
experience teaches that easier credit and re-. 
viving building activities have often led the 
country out of periods of depression. 

“Residential building has been declining 
for five years, and more recently it has been 
almost at a standstill.’ says Mr. Kraus. 
“Since the depression started there has been 
an extensive deflation of costs. Today a new 
home may be built for two-thirds of its cost 
in 1929, and at the lowest outlay of any time 
in sixteen years. <A study of the building 
situation convinces us that there is a demand 
for moderate priced homes. There are many 
families among our customers who would like 
to take advantage of present prices to erect 
homes in which to live. These are the peo- 
ple, and not speculative builders, to whom 
we are now ready to extend credit. We wish 
especially to encourage the building of small 
houses, and loans will therefore be limited 
to $5,000. 

“Every dollar which is loaned for such 
construction may change hands three or four 
times, and do some good all along the line. 
Part of this money will go for labor. When 
the workmen are paid, they in turn can pay 
the butcher, the baker and the department 
store, The butcher, the baker and the de- 
partment store can, in turn, pay the whole- 
saler—and the wholesaler may then be able 
to order more merchandise from the manu- 
facturer. Money which goes for materials 
will also create additional activity.” 

The bank’s announcement is particularly 
interesting in view of the recent wide pub- 
licity that has been given to plans for quan- 
tity production of low cost steel homes. 
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Your Will becomes the Law 


—for those you leave behind 
Trust Companies’ Management of Real Estate 


Commands Property Owners’ Attention 


EAL ESTATE management is a highly specialized business. 
It takes training and experience plus a wide knowledge of 
human nature. It is especially exacting in its demands upon 
time and attention. 
That is why so many people are glad to turn the work of manag- 
ing their real estate over to a Trust Company and let them look after 
it. And how wise they are! The care of real estate is one of the 
chief departments of a Trust Company’s business. 
When you give a Trust Company the management of your real 
estate you immediately free yourself from all worry regarding ten- 
ants, collection of rents, handling of repair problems, payment of 
taxes, of insurance . . . everything. 
The income from the property is paid to you monthly or quarterly 
as may be desired and you can devote yourself to your business or 
pleasure with a free mind in the full confidence that a well-trained 
organization has taken charge of your property and that you can 
safely leave it to them 
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OU would not go out of town for any length of time without 

leaving clear instructions for running your business. And even 
though you could probably repair mistakes on your return you 
would not make your. instructions so hard and fast that your staff 
could not meet changes in the situation. 


When you die your instructions about your Estate—called your Will 
—become Law and are legally binding on your Executor and Trustee. 
Any mistakes in your Will cannot be remedied. Should an emer- 
gency arise your Executor can act only if you have given him the 
necessary discretionary powers. So, in drawing up a Will and par- 
ticularly a Trust, if your beneficiaries are to get the most good out 
of your Estate, you must legislate on their behalf with sympathy 
and foresight. 


To carry out such legislation well throws a great responsibility on 
your Executor and Trustee and demands exceptional experience. 
By appointing a Trust Company you can be certain that you have 
made the future secure for your beneficiaries. 
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Income .. . 


Think in terms of Income 
for your dependents 


If you die 


without leaving a Will... 





1 Your estate will be settled in accordance with the provisions of 
* the law governing intestacy. This settlement may be far from 
meeting the needs of those you wish to benefit. 


2 The capital value of your estate may be severely reduced by 
* the forced liquidation of its assets and the cumbersome and 
therefore expensive methods of administration made necessary by 


an intestacy. 


You forego the opportunity of making your own plan for the 
* welfare of your family and of appointing your own Executor 
and Trustee to carry it out. 


There is only one way of ensuring that after your death your plans 
for your family are carried out and that is by your Will. If you do 
not make a Will you leave them to the arbitrary workings of the 
Law and to chance. 


Trust Companies can tell you not only what other men do, but how 
such arrangements work out in practice. The best course is to con- 
sult a Trust Company, which can be done without obligation, and 
then to get your lawyer or notary to draw your Will in proper 
legal form. 
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IME was when, if a man died, his wife and children or other 
dependents collected his life insurance, put it into the bank, 


used it as desired or perhaps invested some of it . . . Nobody 


thought much about it until it was too late. 


Business men now think of life insurance in terms of income for 
dependents... not in terms of capital. Consequently, they pro- 
ceed to set up a Life Insurance Trust so that the principal cannot 
be dissipated. 


The advantages of a Trust are that it provides safety of principal 
and income and yet can give power to the Trustees to draw upon 
capital to meet extraordinary emergencies, such as sickness, or for 
educational or other reasonable purposes. There is also a decided 
saving in Succession Duty. 

If a wife and children are to be the beneficiaries, the wife generally 
is given a life income; and the capital subsequently distributed 
amongst the children when they reach a certain age. 


A Life Insurance Trust may be kept separate from your other estate, 
and need not conflict with it. You will be well advised to consult a 
Trust Company regarding the conservation of the proceeds of your 
Life Insurance in this manner. 
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SELECTIONS FROM THE FIRST COOPERATIVE ADVERTISING CAMPAIGN CONDUCTED By LEADING TRUST 
COMPANIES OF CANADA, EMBRACING ALL THE PROVINCES AND RUNNING IN NEWSPAPERS SINCE LAST 
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CANADIAN 


TRUST COMPANIES CONDUCT A 


COOPERATIVE EDUCATIONAL CAMPAIGN 


GIVING TIMELY EMPHASIS TO MERITS WHICH INHERE 
IN CORPORATE FIDUCIARY SERVICE 


G. S. H. CARTER 
Member of Committee in Charge of Conduct of Campaign 


(Epiror’s Note: Although it is too early to appraise the benefits derived from the 
first country-wide cooperative advertising campaign conducted by a group of Canadian 
trust companies, the effort has more than justified itself. The principal avenue of approach 
to the Canadian public was through the newspapers, and aside from valuable publicity 
obtained, the campaign has for the first time brought forward the important place occupied 
by the trust companies of Canada in the domestic financial and economic structure.) 


URING the past eight months a grou: 

of twenty-seven trust companies in 

Canada have been associated in a 
country-wide and cooperative advertising 
campaign. The prime purpose was educa- 
tional and to impress upon the people of 
Canada the inherent advantages of corporate 
fiduciary service, the responsibility of man- 
agement and the good faith reposed in the 
trust companies of Canada. The campaign 
was also prompted by the timeliness of the 
appeal which rests in expert trust service 
because of exceptional problems of estate 
conservation and handling of funds and in- 
vestments. It is appropriate, therefore, in 
reviewing this campaign to submit a few re- 
marks on the business conducted by a Cana- 
dian trust company. 


Primarily Fiduciary Institutions 

In Canada the trust company is a fidu- 
ciary institution. It administers estates, 
trusts and agencies but it is in no sense of 
the word a bank or a house of issue. The 
larger companies offer all the usual corpo- 
rate trust services. In other words, a Cana- 
dian trust company corresponds roughly to 
the trust department of a United States 
bank of the same name. It can also accept 
“in trust” savings deposits and money for 
investment provided it pays guaranteed rates 
of interest. 

A more perfect analogy to the Canadian 
trust company, therefore, may be found in 
the United States savings bank which has 
fiduciary powers; though the management 
of estates is the most considerable part of 
the business done by the Canadian compa- 
nies. A few figures may be of interest: 


1930. Trust Companies in Canada 
Numberof Capitaland Trustfundsfor Estates, Trusts, 


companies Reserve investment and agencies. 
56 $76,000,000 $156,000,000 $2,068,000,000 

No figures for corporate trust departments 
are included. It should be mentioned that 
an important feature of trust company or- 
ganization is the branch system. The leading 
companies have as many as twelve branch 
offices, situated in the principal cities. 

The advertising campaign originated with 
the Trust Company Section of the Montreal 
Board of Trade. As a result of the branch 
system, interest inevitably spread beyond 
Montreal and the campaign finally came to 
cover Ontario and Quebec, the Prairie Prov: 
inces and British Columbia. The success of 
the cooperative campaign which the life in- 
surance companies have run for twelve con- 
secutive years undoubtedly gave a great fillip 
to the project. 


Determining Details of Campaign 

Of the twenty-seven companies which have 
cooperated, the smallest are situated in sub- 
stantial country towns, have single offices 
and assets less than ten million dollars. The 
largest have extensive branch organizations 
and assets of several hundred millions. The 
companies joining in the campaign, there- 
fore, represent every aspect of trust business 
in Canada, both urban and rural. 

The campaign was also in two languages, 
for Canadians are French as well as English. 

As might be expected, it was not easy to 
determine the relative contributions of com- 
panies which operate in territories with wide- 
ly diverse conditions and which differ in 
their histories, policies and financial struc- 
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tures. This was really the principal problem 
and it was felt to present considerable diffi- 
culties. 

Various bases of assessment were dis- 
cussed. Capital or capital and reserve; earn- 
ing power as represented by net profits; and 
total assets under administration. The last 
seemed the most satisfactory because total 
assets are a good measure of influence with 
the general public and therefore of the ex- 
tent to which each company might expect to 
benefit from the advertising. It appeared at 
once, however, that there was no _ strict 
mathematical basis on which assessments 
could be made and that the nature and cir- 
cumstances of each company would neces- 
sarily have to be taken into account. 

The final methods was to use the total as- 
sets as a means of classifying the companies 
into six groups. Each group was then given 
a common rating. The prestige of companies, 
their financial affiliations and the number of 
their branches were also taken into consid- 
eration and where these factors warranted, 
the company was moved either up or down 
into another group. This classification by 
grotips prevented discussion on small points 
and yet recognized the outstanding differ- 
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ences among companies. The procedure of 
course threw a good deal of responsibility 
on the committee but made for practical han- 
dling of an admittedly delicate matter. The 
assessments were well received and only two 
of them required modification. 


Educational Objective and Medium 

The work the cooperative campaign had 
to do was seen to be educational. Of late 
years the trust companies have developed 
‘apidly. It is, however, noticeable that their 
services and importance are not very well 
understood. The fiduciary would seem to be 
the least understood of all the financial com- 
panies by the man in the street. Its lack 
of general interest no doubt accounts for this. 
There is a tendency to regard it as being for 
rich men only and it deals in such compli- 
cated matters as an executor’s duties and 
inheritance taxes. Perhaps an additional 
reason is the smallness of the advertising 
appropriations which trust companies can 
afford. Appropriations are by no means in 
relation to total assets. 

For an educational campaign on estate 
services and with the money that was to be 
forthcoming, the only choice could be the 
newspapers. Canada is primarily a news- 
paper country and national coverage is cus- 
tomarily obtained by using the newspapers 
in the leading cities. Their out-of-town Gir- 
culations cover the country districts satis- 
factorily. The campaign consequently con- 
sists entirely of newspaper advertising. Ad- 
vertisements of 500 to SOO line size are used 
and appear twice a month in all the centers 
where contributing companies have offices. 

Only one restriction has been found neces- 
sary. Companies are asked not to put their 
own advertising on the same page as the 
cooperative advertisements. The newspapers 
have also been instructed to this effect. A 
direct tie-up seems, at first sight, one of the 
best ways of taking advantage of the co- 
operative campaign, but would lead inevi- 
tably to friction, besides encouraging space 
solicitation. Apart from this the actual ma- 
terial is free to all companies. 


Conduct of Campaign 

The production of the actual advertise- 
ments was not difficult, though it was natu- 
‘ally arduous. Proofs were sent to all com- 
panies and it was a question of collating the 
criticisms that were received. Some interest- 
ing problems of their own were presented by 
the French advertisements. The task of the 
committee was made easier in that the com- 
panies tended to leave matters of advertising 
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The Oldest Trust Company in Delaware 


offers you the advantages of its broad experience and_ facilities, 
its Membership in the Federal Reserve System, and its earned 
prestige in handling your Delaware business—banking or trust. 


SECURITY TRUST COMPANY 


Wilmington 


Delaware 


OFFICERS 


JOHN S. ROSSELL, Chairman of the Board 
LEVI L. MALONEY, President 
CHAS. B. EVANS, Vice-President 


technique in their hands and to confine them- 
selves to questions of policy. 

The formulation and running of the cam- 
paign has been in the hands of a committee 
of three, consisting of two trust company ad- 
vertising managers and John Appleton, sec- 
retary-treasurer of the Dominion Mortgage 
and Investments Association, a Dominion- 
wide organization, as its name shows. This 
committee originally prepared a report on 
cooperative advertising and its particular 
problems in Canada. Cost and possible me- 
diums were fully discussed at this time. 

There is no doubt that the Trust Company 
Associations, by appointing a small adminis- 
trative body greatly reduced the labor usu- 
ally attendant on cooperative efforts. But 
while membership was restricted in the in- 
terests of efficiency, there was no intention 
of excluding criticisms or suggestions. 
Throughout the preparation of the campaign 
the committee consulted the contributing 
companies and received much valuable help. 


Results from Cooperative Effort 

Results can hardly be expected to develop 
from any cooperative campaign for two or 
three years. This was the experience of the 
life companies, reference to whose twelve year 
old campaign has already been made. At 
present what can be said is that the trust 
companies have for the first time brought 
themselves to the public attention in a strik- 
ing and forceful way. The total assets ad- 
ministered by the trust companies of Canada 
amount to two and one-half billions. No 
other business in the country, with the ex- 
ception of the chartered banks, manages a 
greater total of property. Most men in the 
street would probably put the insurance com- 
panies, the railways and many other institu- 
tions before the trust companies. 

In the same way the companies have 
brought themselves to the attention of the 
editorial columns and some editorials have 
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already appeared. The leading institutions of 
a country always evoke a certain loyal sup- 
port as part of its fabric. Many financial 
companies in Canada enjoy this support and 
for very good reason. The trust companies, 
who are entitled to rank for this good will, 
cannot be said to have received their share. 
Another result, and one of great impor- 
tance, is the bringing together of the vari- 
trust companies. The common interest 
in maintaining high standards of trust prac- 
tice has been strengthened. There is a large 
investment of faith in the trust companies, 
as well as of money. The very reason for 
their existence is to be found in this faith 
and to justify it was one of the principal 
objects of the campaign. The other was to 
set trust company functions and methods in 
a elearer light. Regarded on this basis, the 
cooperative advertising campaign has been 
in the best interests alike of clientele, gen- 
eral public and the trust companies them- 
selves. 


ous 


fo he oe 

Lewis H. English, Frederick D. Grave, Al- 
bert W. Kraft and John J. McKeown have 
been elected directors of the First National 
Bank & Trust Company at New Hayen, Conn. 

ID. H. MeConnell has succeeded the late 
Frank A. Casey as president of the Suffren 
National Bank & Trust Company of Suffren, 
N. Y., with Frank Harris as vice-president. 

3ert E. Myrick has been elected vice- 
president and treasurer of the Princeton 
Bank & Trust Company of Princeton, N, J. 
Mr. Myrick succeeds the late John W. Leigh. 

Deposits of the ten Los Angeles banks and 
trust companies, members of the local clear- 
ing house, aggregated $849,528,000 on June 
380th. 

Total new business of the life insurance 
companies of the United States for the first 
half of the current year amounted to $5,- 
027,768,000, which is 13.9 per cent less than 
for the corresponding period last year. 





TRUST COMPANIES 


| P 


a eordial 
invitation 
is extended to all bankers to 
attend the annual convention 


AMERICAN BANKERS 
ASSOCTATION 


Los Angeles 
October 3rd-7th 


a gathering of banking executives, 
for business purposes, in pleasur- 
able surroundings 


LOS ANGELES 


CLEARING HOUSE 
ASSOCIATION 





TRUST COMPANIES 


TERMINATION AND RESCISSION OF LIVING TRUSTS 


Relinquishment of Power Is Not Present Taxable Gift of Corpus 


Two recent cases in New York and New 
Jersey, under the statutory and common law 
systems respectively, illustrate interesting 
features of this question. In the New York 
ease Paul Berlenbach created a trust to the 
Chemical Bank & Trust Company naming 
himself specifically as the beneficiary; the 
income was to be payable to him for a period 
of twenty years, at the expiration of which 
the principal was to be transferred to him. 
If the settlor died before the expiration of 
twenty years, the trust property was to go to 
his legatees or next of kin. 

Another feature of this living trust was 
that the deed provided as follows: “The 
grantor hereby agrees with the trustee that 
in consideration of its acceptance of the trust 
hereby created and of its consent to act as 
trustee hereunder, this agreement and the 
trust hereby created shall be irrevocable by 
him.” The settlor sought to revoke the trust 
within twenty years. Trust company dis- 
claimed any desire or intent in opposing the 
revocation, to invoke any contractual right 
which it personally might have had to keep 
the trust in existence; but argued that the 
trust could not be revoked, first, because of 
the covenant by the plaintiff against revoca- 
tion, and secondly, because the wife and in- 
fant son were persons beneficially interested 
in the deed itself, and their consent to revo- 
sation had not been obtained. 

The settlor argued that he was the sole 
person beneficially interested in the trust 
within the meaning of Personal Property 
Law, Section 23, and that having given his 
consent he was entitled to its revocation. 
The court said: 

“The trustee is without power to change 
the investments constituting the trust estate 
without the grantor’s consent. Throughout 
the intent of the grantor to make himself the 
virtual sole beneficiary is manifest. 

“Examining the indenture here, we find 
that the only contingency upon which some 
one other than plaintiff could acquire an in- 
terest would be his death prior to the ex- 
piration of the twenty-year period. 

“ . . His intent was that the property 
was to return to the donor if he lived long 
enough, and if not, that it should then go 
to his legatees or next of kin, and that in 
either event, it would go as his property. 
The next of kin would take by descent and 
not by purchase. No remainder was created. 


The next of kin have an expectancy 
but no estate.’ (Berlenbach vs. Chemical 
Bank & Trust Company, N. Y. App. Div. 
April 15, 1982.) 


New Jersey Case 

In the New Jersey case, under the common 
law system, the trust agreement provided 
that it might be terminated by the trustee 
by written notice to the donor beneficiaries 
thereof, and delivery to them of the corpus, 
and a new trust created. The trustee gave 
such notice, but had not delivered the corpus, 
such delivery being waived in writing by 
those entitled to receive it. It further ap- 
peared that the exercise of this power of 
termination occasioned to the trustee a ben- 
efit. The trustee died before delivery of the 
corpus and his executors filed a bill in Chan- . 
eery for instructions. 

The New Jersey Chancery held that the 
trust had been effectually terminated, and 
the agreement providing for determination 
fully performed by the beneficiary, partially 
performed by the trustee, complete perform- 
ance being arrested only by his death, may 
not be rescinded by the beneficiary where 
there has been no refusal by the trustee to 
perform, no repudiation by his executors and 
no fraud; and that the filing of a bill for 
instructions by the executors was not a repu- 
diation. That while a trustee will not be 
permitted to use the trust estate for his own 
profit, and the donee of a power may not 
execute it for pecuniary gain to himself, this 
doctrine rests upon the existence of bad faith 
toward the donor of the power; and such 
rule will not apply, and the exercise of such 
power will be upheld, where such exercise 
is with the knowledge and express consent 
of the donor and is not tainted with fraud, 
although the donee derives a benefit from its 
exercise. (Kapron vs. Luchars, New Jersey 
Chancery Court, April 18, 1932.) 


Federal Ruling 

A third, federal, case deciding that the 
date of relinquishment of power of revoca- 
tion does not fix the date of the gift within 
the federal gift tax provisions is of interest 
because of the revival of the Gift Tax by 
Congress. Two trusts were created in 1917 
for ten years unless sooner terminated by 
the trustor. In 1925 the power to alter, mod- 
ify or revoke the two trusts was relinquished. 
It was claimed that the  relinquishment 
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amounted to a gift of the corpus in 1925 and 
hence that the gift tax provisions of the 
Federal Revenue Act of 1924 were applicable. 
In phrasing the Revenue Act of 1924 Con- 
gress omitted any reference to powers of 
revocation in trust instruments, and the 
United States Supreme Court held in Smiet- 
anka vs. First Trust & Savings Bank, 257 
U. 8. 622, that the construction of the tax law 
should favor the taxpayer. 

The United States Circuit Court of Ap- 
peals, Second Circuit, following the Smiet- 
anka case, ruled that the absence of express 
provision in the Revenue Act of 1924 must 
be construed in favor of the taxpayer; and, 
citing authority that the power to alter, 
amend or revoke a trust is not ordinarily re- 
garded as a transfer of property by gift and 
does not affect the legal title to the property, 
said: 

“To impose this tax, we must say to the 
petitioner that the property was still his 
while he had the power to revoke, but when 
he gave up that power, he transferred the 
corpus by way of gift. This we cannot do. 
Nor may we say that the income of the prop- 
erty was still his while he held the power to 
revoke and when the income went to the 
beneficiary it was a transfer of the income 
by way of gift.” (Murray Guggenheim vs. 
Commissioner of Internal Revenue, U. 8S. Cir- 
cuit Ct., App. 2d Cir. May 2, 1932, rev’g 24 
BTA 1181.) 


TRIBUTE TO MUTUAL SAVINGS BANK 


The Index, the publication issued by the 
New York Trust Company, contains an ar- 
ticle praising the record of the mutual sav- 
ings banks of the country. In part it says: 
“The mutual savings bank system in the 
United States has been a tower of strength 
during the difficult times since 1929. It is 
significant that, at a time when public con- 
fidence is at a minimum and when individual 
investors are losing faith in their own judg- 
ment, the amount of deposits in mutual sav- 
ings banks and the numbers of their depos- 
itors have continued to increase. Out of a 
total amount of $28,259,205,000 represented 
by savings deposited in all banks in the 
country, no less than $10,050,866,000 are cred- 
ited to the mutual savings banks. 


“In the face of the tests imposed since 
1929, the mutual savings banks have expand- 
ed their operations, enhanced their influence 
and prestige and, at the same time, have 
demonstrated that the cooperative spirit of 
mutual helpfulness to which they owe their 
origin remains vigorously alive.” 
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PERMANENT ORGANIZATION FOR UNIT 
BANKERS 

Largely through the initiative of Charles 
F, Zimmerman of Huntingdon and past presi- 
dent of the Pennsylvania Bankers Association 
the Association of Independent Unit Banks of 
America has been organized with headquar- 
ters at Harrisburg. The organization will 
be national in character and enlist coopera- 
tion from the various states through the cre- 
ation of advisory committees. The purpose 
is to coordinate unit banking forces through- 
out the country on a permanent basis, even 
though the Glass banking bill, with its threat 
against independent banking, fails of enact- 
ment at this session of Congress. To keep 
members advised of developments the asso- 
ciation has commenced the publication of an 
official bulletin. 

At the recent annual convention of the 
Pennsylvania Bankers Association the plan 
for forming a nucleus of a nationwide or- 
ganization of independent unit bankers was 
endorsed. C. J. Kirschner, vice-president of 
the Markle Banking & Trust Company of 
Hazleton, was elected chairman of the Penn- 
Sylvania advisory committee with Peter G. 
Cameron, former Secretary of Banking of 
Pennsylvania, as executive secretary, The 
prime objective of the association is to defeat 
any plan of legislation at Washington which 
seeks to authorize national banks to establish 
either statewide or “economic area” branch 
banking which ignores both state laws on 
the subject and geographical bounderies. 


“The World’s Economie Crisis—and the 
Way of Escape.” A collaboration by Sir Ar- 
thur Salter, Sir Josiah Stamp, J. Maynard 
Keynes, Sir Basil Blackett, Henry Clay and 
Sir W. H. Beveridge. Century Company, 
New York: Publishers. 1932; 185 pps. $1.75. 
This study of the present world depression 
by six of Great Britain’s most outstanding 
economists is a keen and expert analysis of 
present economic conditions. More than this 
it is a constructive examination of underly- 
ing problems and practical suggestions of 
remedial programs. Chapters deal with: 
the worldwide situation, problems of Great 
Britain, immediate tasks ahead, planning of 
work and policy, unemployment and sum- 
mary of problems. 


Virginia laws governing trust companies 
have been amended to assure separation of 
trust department business and delivery of 
prescribed collateral security to cover de- 
posit of trust funds in the commercial or 
savings department. 
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Ancillary Service 
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CONTRAST IN STANDARDS OF LIVING 

As distinguished from economic crises in 
the past the present is one of abundance and 
growing out of adjustments to the age of 
mass-production and calling for new adjust- 
ments of distribution. That is the conclusion 
advanced in the New England Letter, pub- 
lished by the First National Bank of Boston, 
which says: 

“According to a recent compilation, the 
average person one hundred years ago had 
about 52 wants of which 16 were regarded 
as necessities. Today the wants number 484 
on the average, of which 94 are looked upon 
as necessities. In other words, even in a 
depression the great masses of the people 
have more comforts than previous genera- 
tions had during periods of prosperity. 

“Our high standard of living with its great 
variety and abundance of goods has been 
made possible by mass production with its ac- 
companiment of specialization by individuals, 
and with each country producing those prod- 
ucts for which it has the greatest economic 
advantage. But the system of exchange on 
this highly developed basis has been tempo- 
rarily deranged. Towering tariff walls have 
seriously obstructed the flow of goods into 





international markets. To aggravate mat- 
ters, staggering debts have piled up as a 
result of the war and its aftermath. In or- 
der to meet these obligations and balance 
budgets, practically all of the debtor coun- 
tries have been compelled to cut down sharp- 
ly on their imports and dispose of their ex- 
ports at sacrifice prices. The combination 
of these two forces has contributed to the 
sharp decline in world commodity markets, 
and has tended to prolong and deepen the 


depression.” 


The newly organized Davenport Bank & 
Trust Company of Davenport, Ia., has been 
opened with capital of $600,000 and surplus 
of $200,000. The new bank will take over 
the deposit liabilities of the American Bank 
& Trust Company. 

J. D. Russell, president of the First Owens- 
boro Bank & Trust Company has been elec- 
ted president of the Kentucky Bankers As- 
sociation. 

Trust funds of $14,817,000 are shown in 
the latest financial statement of the Ninth 
Bank & Trust Company of Philadelphia and 
banking assets of $21,947,000. 
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ABILITY OF BANKS TO AID BUSINESS 


In an address before the Massachusetts 
Savings Bank Officers Club, John F. Barry 
of Hornblower & Weeks, of Boston, paid trib- 
ute to the banking position, as follows: “The 
banking structure of today is as far superior 
to that of 1907 as the airplane is ahead of 
the ‘covered wagon’ as a means of transporta- 
tion. In no comparable period of our history 
has the banking structure been so sound. At 
the end of the second year of the ‘great de- 
pression,’ a group of the leading banks of 
New York City have combined capital funds 
of $1,578,220,000—or greater than the com- 
bined deposits of all national banks in 1893— 
and deposits of $7,696,590,000, indicating the 
strongest capital position of banks in any 
country at any time in history. These banks 
as the year 1932 opened were strong and 
liquid, their combined holdings of cash and 
United States Government securities were 
$3,663,033,000, or equivalent to 47 per cent of 
gross deposits. This is a condition of well 
nigh impregnable banking strength and indi- 
cates the strategic position of New York 
banking to aid the business recovery.” 


DEALING WITH SLOW LOANS 

The subject of slow loan administration 
was discussed at the annual meeting of the 
Association of Reserve City Bankers by H. P. 
Snyder, vice-president of the First National 
Bank of Chicago. He said in part: “The 
liquidation of slow loans embraces a most 
interesting phase of banking and necessitates 
a particularly broad interpretation of bank- 
ing functions. To gain the maximum results 
in a liquidating program, the exact situation 
of the borrower must be ascertained, and a 
thorough understanding of his problem and 
his capacity to meet it is indispensable. Such 
an understanding can only be had after ap- 
proaching the problem not alone from the 
aspect of the banker but also from the aspect 
of the borrower, and in arriving at a decision 
with respect to the future, whether in agree- 
ment with the borrower or not, the banker 
necessarily identifies himself in some degree 
with business management and policy. 

“When a loan becomes ‘frozen,’ it ceases 
to be a credit problem and becomes a_ busi- 
ness problem. Based on the known and con- 
trollable factors, carefully and accurately de- 
termined, the problem should be susceptible 
of an analytical study and certain logical 
deductions which establish a_ theoretically 
100 per cent perfect solution. The task un- 
dertaken is first to determine that solution 
and then to anticipate or mold subsequent 
developments to approximate, as closely as 
possible, the perfect result. The perfect re- 
sult does not mean a solution which antici- 
pates the collection of the loan in full, but 
rather the solution that will minimize the 
possible loss. The perfect solution may well 
be the complete abandonment of the security 
rather than the attempt to salvage it by 
means of further advances. It may be a 
three or four year pull to rehabilitate a 
sound business, or it may be an immediate 
receivership, or bankruptcy. 

“It is needless to say that no ‘rule of 
thumb’ methods may safely be applied in the 
liquidation of slow loans. The element of 
time, the human equation, changing market 
conditions, management capacity, industry 
problems, and other factors may have a di- 
rect bearing in endeavoring to reach the most 
effective solution, aside from the average ex- 
perience of business as a whole or the in- 
dustry as a whole. In addition to recogniz- 
ing the controlling factors, it is also neces- 
sary that the sequence of events in the proc- 
ess of applying corrective influences may be 
properly timed or coordinated to avoid the 
risk of a possible failure in obtaining the 
desired result.” 
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COMMERCE TRUST COMPANY OF 
KANSAS CITY 

The June 30th financial statement of the 
Commerce Trust Company of Kansas City, 
Mo., speaks of a highly liquid position and of 
preparedness to take advantage of good bank- 
ing business as soon as there are signs of re- 
turn to normal. Earnings are substantially 
in excess of dividend requirments. Of total 
resources amounting to $95,293,157 the bank 
reports cash and due from banks $30,851,677 
and with U. S. Government securities of $17,- 
265,109, making total of $48,116,786. State, 
municipal bonds and other securities total 
$16,132,617 with demand loans of $2,819,- 
883 and other loans and discounts $24,- 
289,883. Deposits amount to $86,134,442. 
Capital is $6,000,000; surplus $2,000,000 and 
undivided profits $943,044. 


GIVING PUBLIC TRUE PICTURE OF BANK’S 
OPERATIONS 


(Continued from page 32) 

we want, and ask for it from our correspon- 
dent banks, who can do it for us? I imagine 
that most of us have forms made up which 
we ask our correspondents to fill out when 
borrowing. The questions that should go on 
these forms are everything that we can pos- 
sibly think to ask that might directly or in- 
directly have anything to do with the credit 
responsibility of that bank. 

The most complete thing of this sort that 
I have ever seen was one that a large down 
town bank in Chicago was working on last 
year. This questionnaire—and I do not know 
whether or not it has as yet been put into 
usage—asked for 19 items on the asset side 
and 18 on the liability side of the statement, 
and the answers to these items required the 
filling out of 16 supporting schedules. When 
one of these schedules was completely filled 
out by a correspondent bank, not only would 


you know to the dollar the amount of credit: 


that bank was entitled to, but you had a 
pretty good idea what color eyes the presi- 
dent’s secretary had. 

I am afraid that I may have dealt too 
much in generalities, but as I explained be- 
fore, I am not firmly convinced in my own 
mind what and how many details we should 
give. I have however, while thinking over 
the subject become most firmly convinced 
not only that we should—but if we don’t— 
that the public is going to make us let them 
have a better understanding of how our busi- 
ness is run. 

eo ¢ 


The Exchange National Bank of Tulsa, 
Oklahoma, reports resources of $40,688,000. 
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Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois | 


Special Facilities for the han- 
dling of State and Federal 
Court Receiverships 
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TRUST COMPANIES 


MORTGAGE LOAN POLICIES WHICH HAVE STOOD THE MOST 
SEVERE TESTS 


In view of the large volume of real estate 
mortgages in default and the losses sustained 
by investors in various types of real estate 
securities, it is refreshing to direct attention 
to the clean-cut statement published by the 
Lawyers Mortgage Company of New York 
on July 1st and the evidence that the dis- 
tinctive policies of this company which have 
protected investors in its guaranteed mort- 
gages over a period of nearly forty years 

against the loss of a single dollar with unin- 
terrupted regularity of interest payments and 
safety of principal, have been successfully 
maintained during this period of depression. 
During the period of this company’s exist- 
ence since 1893 it has guaranteed $1,309,779,- 
700 mortgages, of which $878,813,977 have 
been paid in full, leaving $430,965,723 out- 
standing. During this period the company 
has made gross earnings of $52,852,746 and 
net profits of $32,277,045. Of this latter 
amount $21,234,000 has been paid as divi- 
dends to stockholders and $11,042,145 carried 
to surplus and undivided profits. In other 
words, of the capital funds of the company, 
amounting to $22,709,648, nearly one-half 
has been derived from savings. During this 
period not one dollar of losses has been 
taken from capital funds, since it has always 
been the policy of the Lawyers Mortgage 
Company to promptly charge off such losses 
out of current earnings. In observance of 
this policy the company sold foreclosed real 
estate in 1930 amounting to $8,304,392; in 
1931 amounting to $3,849,601 and in the first 
half of 1932 amounting to $2,519,553. 

During the first half of the current year 
the company’s sales of guaranteed mortgages, 
including extensions, were $44,680,071. Gross 
earnings for this period were $1,627,392 and 
after expenses of $644,530, loss on sale of 
real estate of $280,811 and setting aside 
$300,000 for contingencies, leaving net bal- 
ance of $402,051. The July list statement 
shows assets of $23,659,459 with capital of 
$12,000,000; surplus, $10,000,000, and undi- 
vided profits of $709,648. Such capital funds 
are well above the requirement of the com- 
pany which limits the total amount of mort- 
gages guaranteed and outstanding as not to 
exceed twenty times the capital and surplus. 
This is a conservative restrigtion which is in 
universal use in Europe and which has been 
found effective during the past 200 years. 

The reason 


that the Lawyers Mortgage 


well out of the line of real 
estate mortgage defaults is to be found in 
the - wise and conservative principles laid 
down and carried out under President Rich- 
ard M. Hurd since the inception of the com- 
pany. It is common knowledge that the 
largest part of foreclosures at the present 
time are concerned with new buildings of 
great height and mass, hotels, apartment 
hotels, office buildings, etc. The Lawyers 
Mortgage Company has consistently avoided 
such risks .and confines itself to loans on New 
York improved income producing property of 
moderate size used for residence or business. 
The average loan is $16,900. The first con- 
cern of the company has been the protection 
of its investors and to maintain the high 
character of its guaranteed mortgages as 
legal investments for savings banks, trustees, 
institutions, ete. The record of these invest- 
ments have demonstrated their particular 
merit as investments for trust funds. 


Company is 


TITLE GUARANTEE & TRUST COMPANY 
NAMED IN BRISTOL WILL 

The Title Guarantee & Trust Company of 
New York is named executor and trustee 
under the will of John I. D. Bristol of Chap- 
paqua, Westchester County, New York, who 
died on April 30, 19382. For forty-nine years 
Mr. Bristol was general agent in New York 
of the Northwestern Mutual Life Insurance 
Company and was well known in life in- 
surance circles. He was one of the leaders 
in the development of Chappaqua and had 
developed thirteen very desirable, high alti- 
tude, highly restricted subdivisions in that 
section. Mr. Bristol was also a lecturer, poet 
and the inventor of a number of useful 
articles. 

The June 30th financial statement of the 
Title Guarantee & Trust Company shows 
total resources of $71,158,609 with deposits 
of $35,701,022; capital $10,000,000; surplus 
$20,000,000; undivided profits $1,266,867 and 
reserves for taxes, expenses and contingen- 
cies of $3,787,179. 


The Lincoln National Bank of Fort Wayne, 


Ind., reports resources of $13,004,000; de- 
posits $8,898,000; capital $1,250,000; surplus 
and undivided profits $837,997. 

Hugh McLean, assistant trust officer of 
the Colorado National Bank of Denver has 
been elected chairman of the Trust Company 
Section of the Colorado Bankers Association. 





Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
WILLIAM G. McLOUGHLIN of the New York Bar 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 
PROPERTY RECOVERED UNDER CONTRACT TO 
MAKE WILL SUBJECT TO INHERITANCE TAX 
Naham I. Dalton and his wife owned indi- 
vidually and substantial prop- 
erty and had no living issue. They entered 
into a contract between themselves that no 
disposition of their property should be made 
while both were living, but that the survivor 
of them should make a will leaving all of the 
property, one-half to the next of kin of Dal- 
ton and the other half to the next of kin of 
his wife. Dalton survived and at his death 
left a will leaving all the property to his 
next of kin. The wife's next of kin sued the 
executor and the beneficiaries upon the con- 
tract, and the court decreed that they were 
owners of one-half the property and that 
they recover the same from defendants sub- 
ject to administration of the estate. The pro- 
bate court ordered distribution in accordance 
with the judgment. 


collectively 


Upon report of distribution to the Kansas 


Inheritance Tax Commission a tax was as- 
sessed against the wife’s next of kin. They 
paid under protest and sued to recover on 
the ground that they acquired the property 
under the contract prior to decedent’s death 
and that the property was not subject. to 
Inheritance Tax. The Kansas Inheritance 
Tax Act (R. S. 79-1501) taxed all property 
which shall pass by the laws regulating in- 
testate succession, or by deed grant or gift 
made in contemplation of death, or made or 
intended to take effect in possession or en- 
joyment after death. 

The Kansas Supreme Court held: “Un- 
questionably had the will been made in ac- 
cordance with the contract between Naham 
I. Dalton and his wife, the property received 
by these plaintiffs would be subject to tax. 

. . Stated in one way, their action was to 
modify the will, enlarge it, or reform it, so 
that it would conform to the contract made 
petween Mr. and Mrs. Dalton for their bene- 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


fit. Legally speaking, they charged the ex- 
ecutor and devisees under the will as trus- 
tees for them. They succeeded in that action, 
and the half interest in the property, sub- 
ject to its administration in the probate 
court, passed to them, just as it would have 
passed had Mr. Dalton made the will as he 
had agreed with his wife he would make it. 

“It is not inappropriate, therefore, to say 
that the property passed to them under the 
will of Mr. Dalton Appellants complain 
of that holding and say ‘there was never 
any right or grant given by Dalton to his 
wife.’ But this is hardly accurate. As be- 
tween them, their grants and gifts were 
reciprocal. Either could have made a will 
without the consent of the other disposing 
of one-half of his or her property as he or 
she saw fit. They did not desire to do so. 
Each wanted the survivor to own, possess 
and enjoy all the property as long as he or 
she lived, and granted or gave up the right 
to make a separate disposition of it for the 
agreement that the survivor would, by will, 
leave all of it, one-half to his next of kin 
and one-half to her next of kin. Each of 
them made such a grant or gift at the time 
the contract was made. We are not so much 
concerned here with whether this was a 
grant or gift ‘in contemplation of death’ or 
whether it was ‘made or intended to take 
effect in possession or enjoyment after the 
death.’ ... It is clear that plaintiffs in this 
case were not to come into ‘possession or 
enjoyment’ of the property here in question 
until after the death of both Mr. and Mrs. 
Dalton.” 

The court referred to Matter of Kidd (188 
N. Y. 274, 80 N. E. 924), and Matter of Hou- 
ell (255 N. Y. 211, 174 N. E. 457), holding 
to the same effect; “although a somewhat 
different view was taken by the prerogative 
court of New Jersey in In re Soden (105 
N. J. Eq. 595, 148 Atl. 12), relying upon 
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some of the language used in Bente vs. Bente 
(103 N. J. I. 608, 187 Atl. 552).” 


EXECUTORS DISTRIBUTING TAX ERRONEOUSLY 
REFUNDED NOT LIABLE 


The executors of a California estate re- 
ceiving an erroneous tax refund, included the 
amount in the distribution. The United 
States Cireuit Court of Appeals recently held 
that where under the state law such execu- 
tors are obligated by a decree of distribution 
to pay over the respective shares, and have 
no authority to withhold it from the legatees 
upon the theory that the government might 
subsequently seek to reclaim it, and where 
they are liable to contempt proceedings if 
they neglect to distribute according to the 
terms of the decree, their authority over the 
funds ceases on distribution, their full duty 
has been performed, and they are not liable 
for the tax.—Lindley vs. United States (56 
Fed 2d 1004). 


TESTAMENTARY TRUST 

In Rhode Island Hospital Trust Company 
vs. Egan the will created a trust for the 
support of testator’s son, and entitled the 
son on his marriage, when twenty-five years 
of age and while a law student, to a suffi- 
cient amount for the support of himself and 
his wife to be paid from principal if the 
interest be insufficient. The will provided 
that the trust estate would go to certain per- 
sons in the event that the son should die 
under the age of 35 years leaving no surviv- 
ing issue. The court rejected the contention 
that the trust estate was not available for 
the support of the wife, and held that the 
father by the will intended to provide for 
the support, not only of the son, but also 
of his family in the event of his marriage.—— 
Rhode Island Supreme Court, June 23, 1932. 





TAXABILITY OF CONTINGENT FUTURE ESTATE 
The will of Cornelius Vanderbilt gave a 
vested life estate to Alfred G. Vanderbilt, 
and Alice G. (Mrs. Cornelius) Vanderbilt 
took a contingent future estate upon the 
death of Alfred G. Vanderbilt. The inherit- 
ance tax upon the expectancy of Alice G. 
Vanderbilt was suspended under New York 
Tax Law, See. 222. The surplus income, in- 
come on surplus income, and increase in the 
value of securities, to and including the date 
of the death of Alfred G. Vanderbilt, was 
$338,895.13. Surrogate Foley recently ruled 
that the expectancy of Alice G. Vanderbilt as 
of the date of the death of Alfred G. Van- 
derbilt should be taken as measuring the fu- 
ture interest, the computation to be based 
upon the actual income earned during the 
period of expectancy, under the provisions 
of New York Tax Law, Sec. 230, and the 
transfer to be taxed as effective at the date 
of his death.—Estate of Alfred G. Vander- 
bilt (New York County Surrogate’s Court). 





BANK AS SPECIAL ADMINISTRATOR 

A trust company as special administrator 
does not possess the same status as a gen- 
eral administrator. It is no part of its duty 
as special administrator to take legal steps, 
and claim reimbursement of attorney’s fees, 
in a controversy over who shall be the gen- 
eral administrator. 

This question recently came up in Ohio. 
Ella T. Yearger died testate in California; 
she had previously ordered the Lincoln Na- 
tional Bank, Cincinnati, to send to her in 
California certain securities, which the bank 
forwarded with instructions to its correspon- 
dent not to deliver unless Mrs. Yeager was 
competent to receipt therefor; and she be- 
ing in a coma, delivery was not made. Upon 
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TRUST COMPANIES 83 


her death the Lincoln National Bank was 
appointed special administrator in Ohio. 
Thereupon the Ohio Court granted ancillary 
administration to one Phares, who demanded 
the securities, and the bank refused. The 
bank had ineurred attorney’s fees in Cali- 
fornia resisting California administration of 
the estate, and demanded reimbursement of 
the ancillary administrator; and submitted a 
final account as special administrator credit- 
ing itself with these amounts. 

The general administrator excepted, and 
was sustained by the Ohio Court of Appeals, 
which said: “The special administrator is 
simply a stakeholder, and has no interest in 
who shall finally be the general administra- 
tor, or whether the administration shall be 
in a domestic or foreign jurisdiction. . 

“The statute further specifically contem- 
plates that the special administrator shall 
‘forthwith’ deliver to the general adminis- 
trator the effects of the decedent in its hands. 
It is not given a lien upon these effects for 
its services, and it will be fully protected in 
presenting its claim for just compensation in 
the general administration.”’—(Phares vs. 
Lincoln National Bank, Ohio Court of Ap- 
peals, May 16, 1932.) 


CHANGE OF BANK NAME DOES NOT AFFECT 
RIGHT TO BE EXECUTOR 


The will of Unice Hopkins Smith, a resi- 
dent of Texas, named as executor, the Mer- 
eantile Trust Company of New York. After 
the execution of the will, the Mercantile 
Trust Company was, with the approval of 
the Comptroller of the Currency, converted 
into the Mercantile National Bank of New 
York; and thereafter, in the same manner, 
into the Seaboard National Bank of New 
York. In each instance authority was given 
to continue business under the original char- 
ter of the Mercantile Trust Company. 

The Seaboard National ‘Bank of New York 
applied for probate and for the issuance of 
letters. The proponents of another instru- 
ment, claimed to be the last will of decedent, 
objected that the Seaboard National Bank of 
New York had no right to be appointed 
executor. The other will was admitted to 
probate, and the Seaboard National Bank of 
New York appealed to the District Court, 
which admitted to probate the will pro- 
pounded by the Seaboard National Bank of 
New York. The proponents of the other will 
appealed. The court of Civil Appeals of 
Texas held that the changes of name did 
not destroy the identity of the corporation 
named as executor, nor affect its property, 





A NEW ORLEANS MAHOGANY PLANT 


New Orleans 


XLII 
Mahogany 


New Orleans is the largest mahogany market 
in the world; New York, Liverpool and London 
ranking next in importance. 

Three New Orleans lumber mills import an 
average of 25 million feet of mahogany annu- 
ally, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 

New Orleans takes the greater part of the 
mahogany logged in Mexico, Guatemala, Hon- 
duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 


Hibernia Bank & Trust Co. 


New Orleans, U. S. A. 


This is number 43 of a series of advertisements about 
New Orleans which we a es continuously 
since 





rights and obligations.—(Ratcliffe vs. Sea- 
board National Bank of New York, Court of 
Civil Appeals of Texas, 46 S. W. (2d) 750.) 


EXPENSES CHARGEABLE TO CORPUS 
Where a testamentary trustee, who was 
empowered by the will to sell the property 


‘constituting the trust estate and re-invest 


the proceeds, did not sell vacant and unpro- 
ductive real estate because it was not mar- 
ketable to advantage under existing condi- 
tions, the amount of taxes on the property 
paid by the trustee was chargeable to the 
corpus of the trust and not to the income 
from the productive property or securities 
held in the trust fund, notwithstanding the 
general rule that the life beneficiary and 
not the remainderman shall bear the ex- 
pense of taxes, since such rule does not ap- 
ply where unproductive property is held at 
the discretion of the trustee for the benefit 
of the estate and where the remainderman 
rather than thé life beneficiary profits by the 
holding. —Minnesota Loan & Trust Co., Trus- 
tee, vs. Moore et al. Minnesota ‘Supreme Court. 
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Resources over 
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CENTRALIZED TRUST DEPARTMENT OF THE SECURIT Y-FIRST 
NATIONAL BANK OF LOS ANGELES 


Many innovations and improvements ajy- 
plicable to trust department operation have 
been introduced in the reorganized and cen- 
tralized trust department of the Security- 
First National Bank of Los Angeles. The 
former trust departments of the Security, 
Guaranty and Sixth and Spring Street Of- 
fices, in the downtown section have been 
consolidated and now occupy spacious new 
quarters on the third and fourth floors of 
the Pacific-Southwest Building. The new set- 
up embraces the most advanced methods, di- 
visional operation and equipments and is the 
result of many months of expert study and 
collaboration. Under this arrangement the 
trust department of the Security-First Na- 
tional is enabled to provide the best of facili- 
ties in handling its immense volume of trust 


business, which is said to be the largest of 
any bank west of Chicago. 

The personnel of the former three depart- 
ments are brought under one unified head 
with Louis H. Roseberry, vice-president as 
manager and supervising activities. Imme- 
diately under Mr. Roseberry are the divi- 
sions handling court trusts, private trusts 
and corporate trusts, the trust officer, assist- 
ant trust officers and staff of counsel. Ap- 
pointment of a number of divisional and de- 
partmental heads have been announced. 
Bruce H. Grigsby, vice-president is in charge 
of court trusts. R. F. Church, vice-president, 
supervises the private trusts group. W. N. 
Bucklin, Jr., is in charge of corporate trusts. 
John H. Griffin continues as trust officer. 
John Veenhuyzen, vice-president, is in charge 

of forms, systems, reports and sur- 
veys. 

The new quarters for the trust 
department embrace more than 
40,000 square feet of floor space 
Office equipment and files accommo- 
date more than 4,000 trusts. The 
third floor has been reserved for ex- 
ecutive offices, library, administra- 
tion and legal departments as well 
as private and court trusts and ac- 
counting divisions. Corporate trusts 
and other divisions occupy the 
fourth floor. A feature of the new 
quarters is a decorative scheme 
which imparts an atmosphere of 
dignity. 


The estate of the late U. S. Sena- 
tor Dwight W. Morrow recently paid 


SECTION OF THE NEW OFFICES OF THE CONSOLIDATED TRUST £1.019.782 i * . 
$1,019,782 inheri -e taxes 
DEPARTMENT OF THE SECURITY-FiRST NATIONAL BANK OF $ eritance taxes into the 


Los ANGELES 


state treasury of New Jersey. 
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CHARTERED 1884 


MERCANTILE TRUST CO. of BALTIMORE 


Capital - - - - - 


Surplus and Undivided Profits 


- - = $1,500,000 
$4,100,000 


We Solicit Your Baltimore Account 


FRED. G. BOYCE, Jr., Vice-President 





SUCCESSFUL OPERATION OF FIDUCIARY 
TRUST COMPANY OF NEW YORK 

The Fiduciary Trust Company of New York 
has completed the first year of its operations 
and the results are of special interest in view 
of the policy of this company to confine it- 
self entirely to handling of personal trusts, 
custodian accounts and investment super- 
vision. It was the original hope of the man- 
agement that income would overtake and 
balance expenses at the end of the second 
year of operation. This goal has been 
reached at the end of the first year. More- 
over, the volume of trust business has shown 
an increase which also exceeded expectations 
in view of depressed business conditions and 
evidencing the faith which is placed in an 
organization that makes it its primary busi- 
ness to handle fiduciary work. Personal trust 
and fiduciary funds increased from $7,494,000 
at the end of the first quarter to $29,367,000 
at the end of the fourth quarter. 

The June 30th financial statement shows 
$11,251,262 resources as compared with $6,- 
154,727 reported March ist of this year. At 
that time there was held for clients securi- 
ties valued at over $22,000,000 which figure 
has been materially augmented since then. 
The Fiduciary Trust Company is headed by 
Pierre Jay, chairman, and Daniel W. Mac- 
Cormack, president. 

In their message to stockholders the offi- 
cers of the company say: “‘When the com 
pany opened for business it was estimated 
that income would not equal expenses untit 
well into the second year. On May 31, the 
end of our first year, the income on an an- 
nual basis represented earnings of $249,000 
as against expenses of $243,000. While sub- 
sequent declines in money rates and changes 
in loans and investments have for the time 
being lowered the current income, this mav 
be regarded as only a temporary incident in 
the progress of the company to a profitable 
basis.” 


. “survive 


A. H. S. POST, President 


BOUNTY TO CHARITIES UNDER WILL OF 
MRS. LYDIG 

Through application of the United States 
Trust Company of New York, as executor, 
Surrogate James A. Foley recently construed 
the residuary clause in the will of Mrs. 
Hannah M. Lydig, so that public and charit- 
able institutions will receive $822,236 instead 
of $260,500 specifically bequeathed to them 
by Mrs. Lydig who left an estate valued at 
$1,561,592 gross. 

In the residuary clause of her will Mrs. 
Lydig directed that this part of her estate 
be distributed pro rata in relative proportion 
“to those who may survive me and be en- 
titled to receive legacies under the sixth 
clause of my will.” The United States Trust 
Company, as executor, filed an accounting 
and asked the permission of the court to in- 
clude the institutions as residuary legatees. 
Thirteen of the individual legatees objected, 
contending that Mrs. Lydig could not have 
thought of the public institutions “surviving 
her’ and that the word “who” clearly in- 
dicated she meant the individual legatees. 
Surrogate Foley ruled that while the word 
” commonly applies to persons, it is 
also frequently applied to the continued ex- 
istence of corporations in legal phraseology. 
The Surrogate held that the same was true 
of the word “who.” 


The Commercial National Bank of Char- 
lotte, North Carolina, reports resources of 
$4,307,000; deposits $2,445,000, Capital ac- 
count $1,168,000. I. W. Stewart, vice-presi- 
dent, is in charge of trust activities. 

The Union Banking & Trust Company of 
DuBois, Pa., reports trust funds of $3,651,- 
000 and banking resources $2,886,223. 

The First National Bank of Mobile, Ala- 
bama has resources of $18,352,000; deposits 
$14,168,990 and capital structure of $2,723,- 
000. 
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WILLIAM A. STARK SUCCEEDS HIS FATHER, EDGAR STARK, AT THE 
FIFTH-THIRD UNION TRUST COMPANY OF CINCINNATI 


It was doubtless with feelings of paternal 
gratification that Edgar Stark, a _ distin- 
guished and beloved veteran in trust com- 
pany circles for many years, recently re- 
linquished his active duties as vice-president 
and trust officer of the Fifth-Third Union 
Trust Company of Cincinnati, O., and turned 
over the reins to his son, William A. Stark. 
It is not often that it has been a privilege 
to record such a happy relationship where a 
son has followed so faithfully in his father’s 
footsteps and has acquired those talents and 
attributes which have made Edgar Stark one 
of the foremost authorities on trust work in 
this country. In 1920 and after practicing 
law for nine years, William A. Stark became 
associated with his father in the trust de- 
partment of the Fifth-third Union Trust 
Company as counsel and assistant trust of- 
ficer. 

Although Mr. Stark, senior, will be eighty 
years of age on August 4th and with a fine 
record of sixty-four years in active ‘business 
and trust company work, he will continue 
as vice-president of the Fifth-Third Unioa 
Trust Company and will give to the trust 


EpGar STARK 


Vice-president, The Fifth-Third Union Trust Company, 
Cincinnati, Ohio 


department the benefit of his many years 
of experience in an advisory capacity. He 
was born in Xenia, O., eighty years ago and 
came to Cincinnati in 1868 when the nation 
was slowly recovering from the tragedy of 
the Civil War. His first banking experience 
was gained with the private banking firm 
of Joseph L, Larkin & Company, and later 
he became cashier of the old Cincinnati Na- 
tional Bank. 

In April, 1895 Edgar Stark became asso- 
ciated with the Union Savings Bank & Trust 
Company of Cincinnati. He was then the 
“trust department’? and during the ensuing 
thirty-seven years and because of his con- 
scientious and devoted direction, he was priv- 
ileged to see that trust department grow un- 
til today it is composed of forty officers and 
employees. He was trust officer until the 
old Union was merged with the “Fifth-Third” 
when he received the additional title of vice- 
president. Throughout his career as trust 
official Mr. Stark never made volume of trust 
business his first consideration, but rather 
quality of service, with the result that the 
Fifth-Third today may pride itself upon 


WILLIAM A. STARK 


Vice-president and Trust Officer, The Fifth-Third Union 
Trust Company, Cincinnati 
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possessing one of the best trust departments 
as well as quality business in the country. 

Mr. Stark is one of the members of the 
“Old Guard” of the Trust Company Division 
of the American Bankers Association. Up 
to a few years ago he was one of the most 
faithful in his attendance at the annual 
meetings of this Division and freely con- 
tributed to the discussions from his mature 
experience, He belongs to that group of out- 
standing leaders who since the closing years 
of the past century have developed that spirit 
of fraternity and cooperation among trust 
company men which has been a most potent 
factor in cultivating the high standards that 
characterize the American trust company 
movement. 

William A. Stark, who now assumes the 
active responsibilities and duties of his fath- 
er as vice-president and trust officer of The 
Fifth-Third was born in Wyoming, O. He 
received his B. S. and M. A. degrees from 
Hanover College in September, 1905 and his 
LL. B, from the Cincinnati Law School, now 
a part of the University of Cincinnati, in 
September, 1908. Early in his career he was 
a speaker of note and was chosen valedic- 
torian of his class at Hanover. He is a mem- 
ber of the Cincinnati Chamber of Commerce, 
the Ohio and American Bar Associations, 
Beta Theta Pi and Phi Delta Pi fraternities. 
Upon finishing his educational career he 
practiced law for nine years and with this 
background of professional experience came 


to the Fifth-Third on March 1, 1920 as coun- . 


sel and assistant trust officer. Also main- 
taining the broad interest in trust affairs 
which made his father a national figure, Wil- 
liam A. Stark has become prominently iden- 
tified with the work of the Trust Division 
of the American Bankers Association. It is 
the sincere hope of the host of friends of 
Edgar Stark and his son that they may con- 
tinue for many years in their happy associa- 
tion in trust work. 

The directors of the Midland Bank Limited 
of London, England, announced an interim 
dividend for the half year ended June 30th 
last at the rate of 16 per cent per annum, 
less income tax and which was distributed 
July 15th. 

The Federal Trust Company of Newark, 
N. J. reports assets of $41,266,096; deposits 
$29,774,731; capital $4,056,250; surplus and 
undivided profits $4,000,134 and reserve for 
contingencies of $1,000,000. 

For the month of May the railroads of the 
United States paid income taxes represent- 
ing 52.9 per cent of operating income for 
that month. 








METROPOLITAN 
TRUST SERVICE 
throughout California 
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In 243 California cities in which 
there are Bank of America 
branches, you and your clients 
may secure metropolitan fidu- 
ciary service— complete, indi- 
vidual and interested — super- 
vised by the Bank of America 
Trust Departments in Los 
Angeles and San Francisco. 


For further information, you 
are invited to address our Los 
Angeles or San Francisco offices. 


, Bank of America : 


National Trust & Savings Association 


CALIFORNIA 


Bank of America National Trust & Savings : 
Association ... a National Bank and Bank of 


1 America ... a California State Bank are identical & 


in ownership and management .. . 410 offices = 
in 243 California cities. 2 
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FIRST NATIONAL BANK OF CHICAGO ENTERS UPON ITS SEVENTIETH 
YEAR 


Seventy years ago on July Ist, 1863, and 
when the nation was torn with civil strife, 
the First National Bank of Chicago opened 
its doors for business. The original capital 
was a quarter of a million dollars and the 
bank was the eighth institution to receive 
approval from the Comptroller of the Cur- 
rency following the passage of the National 
Bank Act. Among the organizers were Ed- 
mund Aiken, Samuel M, Nickerson, Byron 
Rice, Samuel W. Allerton, Benjamin P. 
Hutchinson and several others. At that 
time the population of Chicago was only 
150,000. 

The first president was Edmund Aiken, 
member of the private banking firm of Aiken 
& Norton and it was at the offices of this 
firm at 22 LaSalle street, that the bank be- 
gan business. Samuel M. Nickerson, then a 
rising young business man, was elected vice- 
president and Edward E, Braisted was elect- 
ed cashier. On January 2, 1865, the capital 
was increased to $1,000,000. Two years 
later Mr. Aiken was succeeded as president 
by Samuel M. Nickerson who continued in 
that office until 1891 and under whose ad- 
ministration the First National continued to 
mount in public favor and volume of busi- 
ness. From 1891 to 1897 the office of presi- 
dent was occupied by Lyman J. Gage who 
relinquished the office to become Secretary 
of the Treasury under President McKinley. 
Samuel Nickerson thereupon resumed the du- 
ties of president and in 1900 was succeeded 
by James B. Forgan. The present incumbent 
of the office is Melvin A. Traylor, who has 
signally carried forward the fine traditions 
and progressive policies of the bank. 

The bank soon outgrew its original quar- 
ters and constructed its first building at the 
southwest corner of State and Washington 
streets where it was fated to be in the di- 
rect line of the great fire of 1871. Although 
the building was destroyed the inner vaults 
and valuables were untouched. After sev- 
eral temporary locations the bank resumed 
its business in the restored old building on 
January 1, 1872. The bank emerged from 
the crisis of 1873 as the recognized foremost 
bank in Chieago. Again it was found nec- 
essary to obtain larger quarters and a hand- 
some new six-story building was constructed 
on the northwest corner of Dearborn and 
Monroe which is also the site of the present 
spacious home of the First National and of 


the affiliated First Union Trust & Savings 
Bank. In November, 1881 capital was in- 
creased to $2,000,000 and in the following 
year, after a reorganization, capital was in- 
creased to $3,000,000. In 1884 the resources 
of the bank were $19,477,000 with deposits of 
$15,727,000. In 1900 an amalgamation was 
effected with the Union National Bank and 
with the increase of capital to $5,000,000. In 
1902 the Metropolitan National Bank was 
taken over and capital was again increased 
to $8,000,000. In 1905 the old building at 
Dearborn and Monroe had given way to new 
edifice of steel and granite which marked 
the skyline of the city. 

An important step was taken in 1903 when 
the First. National Bank directors decided 
to organize as an affiliate the First Trust & 
Savings Bank with capital of $1,000,000. This 
bank was organized under state charter and 
its purpose was largely to handle trust busi- 
ness which was not then sanctioned under 
federal charter, Savings facilities were also 
part of the corporation’s activities. James 
B. Forgan was the first president of the new 
organization and Louis Boisot was the first 
trust officer. Another important step was 
taken in 1905 when the First National op- 
erations were established on a divisional ba- 
sis with specialized organizations for various 
types of accounts and which proved increas- 
ingly efficient during ensuing years. 

The panic year of 1907 gave additional 
prestige to the First National and the First 
Trust because of the successful manner in 
which the management weathered the finan- 
cial storm of that year. Business increased 
constantly and in 1908 the assets of the First 
National amounted to $125,000,000 with cap- 
ital of $8,000,000 and surplus of $7,000,000. 
The First Trust at that time had resources 
of $34,000,000, capital $2,000,000, surplus 
and undivided profits of $1,476,576. In 1911 
the capital of the First Trust was increased 
to $5,000,000, the beneficial interest of which 
was held by the stockholders of the First 
National Bank. 

In 1913 the First National celebrated its 
fiftieth anniversary and assets were then 
$147,000,000 with capital of $10,000,000 and 
surplus of equal amount, The First Trust 
at that time had assets of $62,000,000 and 
had acquired a large volume of trust busi- 
ness as well as savings accounts. Another 
important chapter in the career of the or- 
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ganization was the absorption of the Union 
Trust Company, the banking business of 
which was absorbed by the First National 
and the trust business by the First Trust 
which thereupon acquired the title of First 
Union Trust & Savings Bank. 

How effectively the First National and its 
affiliate navigated through the period of the 
Great War, the deflation period after the 
war and the experiences of more recent mem- 
ory including the stock market crash of 1929 
and the present period of depression, may 
well be emphasized in its latest financial 
statement of June 30, 1932. It is significant 
that when the second big visitation of bank 
failures in Chicago reached its climax in 
June of this year, that the First National and 
the First Union Trust withstood the impact 
of heavy withdrawals on banks generally in 
the city, with fairly little change in totals. 
Combined deposits of the First National and 
of the First Union Trust, as of June 30th, 
amounted to $565,250,352 as compared with 
$597,639,126 reported March 30th. Combined 
resources on June 380th were $657.122,385 as 
against $694,436.710 on March 30th. Com- 
bined capital, surplus and profits are $68,131,- 
329 as compared with $68,492,448 shown in 
the March 30th statement. 


AVOIDING DELAYS IN GETTING 
FIDUCIARY STOCK TRANSFERRED 


The delays and troubles which so often ac- 
company the operation of getting stock trans- 
ferred out of the name of decedent, minor, 
incompetent, bankrupt, trustee, executor, 
guardian, ete., are largely unnecessary nowa- 
days. They usually arise through the trans 
ferrer’s own lack of knowledge of what waiv- 
ers, court orders, or other documents will be 
required, or what form of endorsement 
should be used or 
indicate for the new certificate. 

There is no need for such lack of knowl- 
edge in view of the service and information 
provided by the Stock Transfer Guide and 
Service, which is officially compiled and is- 
sued in behalf of the New York Stock Trans- 
fer Association by the Corporation Trust 
Company of New York. This service shows 
clearly what documents and endorsements 
will be required for any particular kind of 
transfer and what forms of inscription will 
not be acceptable for the new certificate. 


An odd bequest contained in the will of a 
Canadian lawyer and horseman leaves a 
brewery to seven Methodist ministers. 


the proper inscription to’ 


Camden 
Safe Deposit 
& Trust Company 


(SINCE 1873) 
CAMDEN, N. J. 


Branches: 


Gloucester City, N. J. 
Cape May City, N. J. 


CAPITAL . . . $1,200,000 
SURPLUS .. . 3,600,000 


UNDIVIDED PROFITS 


and RESERVES . . 900,000 


TRUST FUNDS .. . $175,000,000 








FRANK B. GIBSON 

Veteran members of the American trust 
company fraternity will grieve to learn of 
the death of Frank B. Gibson in Carlsbad, 
Czechoslovakia. He was among the founders 
of the Trust Company Section of the Ameri- 
can Bankers Association back in the ninetees 
and was active in the earlier years in fur- 
thering the constructive work of that or- 
ganization, Mr. Gibson was one of the most 
popular figures at annual trust conferences 
until his retirement as vice-president of the 
International Trust Company of Denver. His 
age was 72 and he was born in Logansport, 
Ind. During the World War he was asso- 
ciated with the American Clearing House in 
Paris. 


The United Bank & Trust Company, suc- 
cessor to the closed bank of the same name, 
has reopened in Greensboro, N. C. 

Two new directors on the board of the 
Financial Advertisers Association are: Peter 
Michelsen, advertising manager of the Bank 
of America of San Francisco and Stephen H. 
Fifield, assistant vice-president of the Bar- 
nett National Bank of Jacksonville, Fla. 
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MERGER OF ANGLO-CALIFORNIA TRUST WITH ANGLO & LONDON 
PARIS NATIONAL IN SAN FRANCISCO EFFECTIVE 


One of the most important banking de- 
velopments of the year on the Pacific Coast 
was the merger of the Anglo-California Trust 
Company with The Anglo & London Paris 
National Bank of San Francisco which be- 
came effective on June 30th under the title 
of The Anglo California National Bank of 
San Francisco. The consolidation was 
prompted not only for reason of effecting 
economies of operation and mobilization of 
resources and facilities for broader expan- 
sion of service, but also because of the kin- 
dred interests existing between the two banks 
which have been familiarly known as “the 
Fleishhacker banks.” 

The success of this merger is evidenced by 
the initial report of condition on the effec- 
tive date of the consolidation June 30th. 
The statement shows aggregate resources of 
$216,917,959. The schedule of resources re- 
veals an exceedingly strong position with 
cash and due from vaults, United States 
government, state county, municipal and 


other bonds amounting to $80,011,224 which 


is more than one half of total deposit lia- 
bilities. Loans and discounts are given at 
total of $93,795,526 with loans secured by 
real estate of $25,222,049. The capital struc- 
ture is $16,046,416 consisting of $10,400,000 
-apital stock, $2,600,000 surplus and $3,046,- 
416 undivided profits. Deposits total $167,- 
970,634. 

Through this merger the important finan- 
cial interests of the Fleishhacker family of 
San Francisco are brought into close union. 
Mortimer Fleishhacker, who was president 
of the Anglo-California Trust Company, is 
chairman of the board of the consolidated 
Anglo - California National Bank. His 
brother, Herbert Fleishhacker, who was head 
of the Anglo and London Paris National 
Bank, is president. The merger was con- 
sumated by exchange of stock. Of the capi- 
tal of $10,400,000, consisting of 520,000 shares 
of $20 par value, the exchange was made on 
the basis of four shares of stock of the con- 
solidated bank for each share of The Anglo 
& London Paris National Bank and eight 
shares for each share of the Anglo-California 
Trust Company. The national bank thus 
contributed $12,000,000 to the capital and the 
trust company $4,000,000. The plan _ pro- 
vided that each of the banks place in trust 
all its assets not contributed to the capital 
funds of the consolidated institution, such 


trusts to be for the ultimate benefit of the 
stockholders of the respective institutions, 
but to remain for a period of five years as 
separate guarantees of the assets constituting 
their separate capital contributions. 

Main office of the united bank is located at 
One Sansome street, which has been the 
home of The Anglo & London Paris National 
and the quarters of the Anglo-California 
Trust Company will be continued for the 
present .as a branch. Other branches of the 
organization will be maintained as hereto- 
fore. The executive staff associated with 
the Fleishhacker brothers includes the fol- 
lowing vice-presidents: H. L. Machen, E. R. 
Alexander, J. S. Curran, L. C. Pontious, T. 
C. Tilden, Louis Sutter, Victor Klinker, R. D. 
Brigham, A. N. Baldwin, Harry Coe, J. Fried- 
lander, C. F. Hunt, Leon Sloss, Jr., C. L. 
Smith, Geo. A. Van Smith, Fred V. Vollmer. 

The trust department is headed by Vice- 
president Platt Kent and assisted by Frank 
H. Lougher, George D. Lundy and Laurence 
H. Tharp as trust officers. Frank L. Moss 
is cashier. The board of directors is rep- 
resentative of leading financial and business 
interests of San Francisco. 

The consolidated bond department of the 
Anglo California National Bank has opened 
for business in new quarters on the second 
floor of the main office. The security affiliate 
is under the direction of Mortimer Fleish- 
hacker, Jr., and Paul B. Kelly. 


Chairman Henry M. Robinson of the Secur- 
ity First National of Los Angeles has been 
appointed chairman for the Los Angeles dis- 
trict of the United States Society, a non- 
partisan organization to cultivate enlight- 
ened understanding concerning government. 

Mark Bartlett, who came to Greensboro, 
N. C., two years ago to become director of 
public relations for the North Carolina Bank 
& Trust Company, has resigned to accept 
the position of sales representative for the 
Duplex Envelope Corporation at Richmond, 
Va. 

John H. Mason, vice-president of the Penn- 
sylvania Company for Insurances on Lives 
and Granting Annuities of Philadelphia, has 
been elected by City Council as a member of 
the City Sinking Fund Commission to fill 
the vacancy caused by the death of Edward 
T. Stotesbury. 
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NEW CYCLE OF ESTATE MANAGEMENT 


Discussing the remarkable growth of trust 
companies which has been well maintained 
during the past years of business reserve, 
Judge H. L. Standeven, executive vice-presi- 
dent of the Exchange Trust Company of 
Tulsa, Okla., in a recent address before the 
Oklahoma Bankers Association, dwelt upon 
the new phase of trust service, as follows: 

“In order to justify the confidence reposed 
in trust institutions, these institutions must 
service their trust estates with the highest 
degree of competent trust management that 
it is possible to secure, Only by the success- 
ful management of trust estates can trust 
service be justified. The corporate fiduciary 
attempt to fill the place that is left vacant 
by the testator or creator of the trust. 

“Clinton Davidson, president of the Estate 
Planning Corporation of New York, in an 
article appearing in Trust CoMPANIES Maga- 
zine of April, 19382, summarizes the cycle 
through which trust institutions have passed 
and the cycle in which we are now entering, 
as follows: He says, 

“‘The first cycle consisted of accepting 
business rather than advertising or soliciting. 
The second cycle included advertising but 
featured the solicitation of some specific serv- 
ice. The third, or the estate planning cycle, 


featured planning the entire estate. The 
fourth cycle, which we are now entering, will 


feature the function of management. This is 
truly the primary function for which our 
fiduciary institutions were created and 
through which they will continue to justify 
the confidence which has been placed in 
them.’ 

“Estate management will be the most suc- 
cessful in the thoroughly organized trust de- 
partment under the immediate charge of a 
practical, well trained trust officer. The busi- 
ness of the trust department must not become 
secondary to any other department of the 
trust institution, but must be an independent, 
responsible organization, directly charged 
with the proper management of the trusts 
committed to its care, irrespective of any in- 
terests that might arise in other departments 
of the trust institution. 

“During the present economic unrest in the 
business world and the fluctuations in values 
of all securities in which trust funds are 
usually invested, the big job of the trust de- 
partment and its managing officers and di- 
rectors is to carefully manage, conserve and 
protect the trust assets entrusted to its care. 
Upon the successful handling of these com- 
panies during the next decade will depend 
largely the future success of trust service.” 


BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all] 
aspects of the services, establishment, promotion 
and administration of insurance trusts. ‘Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 
TRUST COMPANIES BOOK DEPARTMENT 


Two Re tor Street, New York 





Epcar L. MATTSON 


Who has been advanced from Executive Vice-president to 
President of the Midland National Bank and Trust Com- 
pany of Minneapolis, succeeding Charles B. Mills, who 
has become associated with the Northwest Bancorporation 
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We Would Be 
Happy To Serve You 
At Any Time 


When you need a trust representa- 
tive in Alabama, we would deem 
it a pleasure to be of service. 


\ 
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IMPORTANCE OF REVIEWING WILLS 

The Fidelity-Philadelphia Trust Company 
directs the attention of its clients to the ad- 
visability of revising wills and in its letter 
says: “Because of the present severe depre- 
ciation in the value of securities and the 
drastic increase in Federal Estate Tax, effec- 
tive June 7, 1932, we desire to call to your 
attention the importance of reviewing your 
will. Under conditions now prevailing the 
provisions of your will may be entirely in- 
adequate, or even extremely unjust to certain 
legatees. For example, the effect of reduced 
security values and increased tax may be to 
disinherit the residuary legatees—whom you 
may wish to favor most. Comparison of old 
and new inheritance taxes, will serve to 
demonstrate the importance of revising your 
will to provide for the increased amount of 
tax which your residuary estate will have 
to bear.” 


THIRTY YEARS OF SOUND BANKING 

Organized in June, 1902, the Plainfield 
Trust Company of Plainfield, N. J., has ex- 
perienced constant growth during the past 
thirty years, apparently unaffected by chang- 
ing periods of general business conditions. 
Funds held in trust have increased during 
the past ten years from $4,667,000 to $26,- 
070,960. Banking resources during the same 
period increased from $9,205,000 to $18,979,- 
S99. Fhe latest financial statement shows 
deposits of $16,931,154 with capital, $650,000 ; 
surplus, $500,000; undivided profits, $137,034, 
and special reserve fund of $706,298. 

Stuart O'Melveny, executive vice-president 
of the Title Insurance & Trust Company of 
Los Angeles has been elected president of 
the American Title Association with Arthur 
C. Marriott, vice-president of the Chicago 
Title & Trust Company as vice-president. 
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GROUP INSURANCE FOR OFFICERS AND 
EMPLOYEES OF HAWAIIAN TRUST CO. 

The Hawaiian Trust Company, Limited of 
Honolulu, has for years carried group insur- 
ance for its officers and employees, entirely 
at the expense of the company. This insur. 
ance was entered into in 1920 with the Pru- 
dential Insurance Company of America. At 
the present time the number of employees 
insured is 95 and the aggregate amount of 
insurance is $306,500. Directors, officers and 
assistant officers are brought in under this 
group insurance under conditions whereby 
they secure much larger amounts of insur- 
ance by paying a contributory share of the 
premium. The management is now consider- 
ing changing the conditions of the group in- 
surance plan, making it contributory on the 
part of the employees and the company, 
thereby enabling employees to secure 
stantial additional amounts of insurance. 


sub- 


THE TRUST COMPANY OF NEW JERSEY 

Total resources of the Trust Company of 
New Jersey of Jersey City, including affili- 
ated institutions, the Park Trust Company of 
Weehawken and the Trust Company of New 
Jersey in West New York, N. J.. amount to 
$83,251,485. The resources of the Trust Com- 
pany of New Jersey total $79,627,490, includ- 
ing cash on hand and in bank, $7,440,668; 
loans on collateral, $15,117,612; state, county 


and municipal bonds, $5,814,413; other se- 
curities, $11,647,115; bills purchased, $16,- 
417.951: bonds and mortgages, $15,967,434. 


Deposits total $64,987,781. 
000; surplus, $6,000,000 ; 
$1,308,875; reserve 
ete., $1,011,199. 


Capital is $5,700,- 
undivided profits, 
for contingencies, taxes, 


THE OLD NATIONAL BANK & UNION 
TRUST COMPANY 

One of the strongest banking institutions 
in the Pacific Northwest is the Old National 
Bank & Union Trust Company of Spokane, 
Wash. The June 30th statement shows total 
responsibility of $59,000,000 of which $37,- 
293,419 is trust department assets. ‘Banking 
resources amount to $21,860,057 with cash 
and readily available assets of $9,574,809 and 
loans and discounts of $10,362,964. Capital 
is $1,500,000: surplus and_ profits, $408,868 
and deposits, $15,034,919. 


Clarence H. Adams, a director of the In- 
ternational Trust Company of Denver, Colo., 
has been elected president of the company, 
succeeding John Evans, who has become 
chairman of the board. 
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The enlarged facilities, as provided in the new home 
of The Fifth Third Union Trust Co., are 


available in all fiduciary matters. 


WM. A. STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION TRUST o- 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 





CONSOLIDATED STATEMENT OF 
NEW YORK CITY TRUST COMPANIES 


Reflecting the transfer of capital funds to 
contingent reserves and “charge offs” the 
combined June 30th financial statement of 
the trust companies of New York City shows 
a decrease of $40,325,200 in surplus and un- 
divided profits as compared with March 28th 
statement. Capital shows slight increase of 
$200,000 to total of $375,010,000. Aggregate 
deposits increased during the second quarter 


$257.778.000 to total of $4.481,383,000, of 


Which $172,818,000 increase arises from de- 
posits not preferred and $106,980,000 due 
from trust companies and banks. Accep- 


tances decreased $93,819,000 to total of $199,- 

551,000. 
Notable 

resources. 


changes appear in the items of 
Loans and discounts secured by 
other than real estate collateral decreased 
$247,248,000; bills purchased and not se- 
cured decreased $121,415,000. There is an 
increase of $265,035,000 investments in pub- 
lie securities to total of $1,630,188,000, Cash 
and exchanges increased $142,205,000 
of $427,247,000. 


items 
to total 


STATE-PLANTERS BANK AND TRUST 
COMPANY 

Resources of $33,726,230 are shown in the 
June 30th financial statement of the State- 
Planters Bank & Trust Company of Rich- 
mond, Va., including stocks and bonds of 
$11,242,927; cash and due from banks, 
$4,680,446; loans and discounts, $16,943,237. 
Deposits amount to $28,414,868. Capital is 
$2,500,000; surplus, $1,500,000; undivided 
profits, $521,529; reserve for contingencies, 
$521,529. 

The Fidelity Trust Company of Pittsburgh 
has issued a handbook dealing with inheri- 
tance and income taxes affecting insurance. 








UNION TRUST COMPANY OF MARYLAND 
The Union Trust Company of Maryland, 
with head office in Baltimore and eighteen 
branch offices in that city and environs, main- 
tains its excellent. record of growth. The 
latest financial statement of June 30th, shows 
combined resources of $65,619,944 with cash 
and exchange of $8,242,894; United States 
Government bonds and other securities, $14,- 
973,062; loans, $38,408,835. Deposits amount 
to $54,799,846. Capital is $2,560,000; surplus, 
$5,000,000, and undivided profits, $1,608,310. 


WILMINGTON TRUST COMPANY 


Personal trust funds under administra- 
tion at the Wilmington Trust Company of 
Wilmington, Del., aggregate $163,000,000. 
Banking resources on June 30th, amounted 
to $37,019,619 including cash, exchanges and 
due from banks, $6,485,205; United States 
Government bonds, $5,694,321; other bonds 
and stock, $3,154,778; demand loans, $11,960,- 


631; other loans, $7,658,634; ‘mortgages, 
$1,809,869. Deposits total $21,525,789. Capi- 
tal is $4,000,000; surplus and undivided 
profits, $10,610,487; reserve for contingen- 


cies, $400,000. 


AMERICAN SECURITY & TRUST CO. 

Combined $37,938,935 are 
shown in the June 30th statement issued by 
the American Security & Trust Company of 
Washington, ID. C., including cash and due 
from banks, $4,354,135; United States Gov- 
ernment bonds and notes, $9,329,452; state 
and municipal bonds, $521,556; other securi- 
ties, $5,333,717; loans and discounts, $14,- 
615.540. Deposits amount to $29,834,758. 
Capital is $3,400,000; surplus, $38,400,000; un- 
divided profits, $781,071; reserve for contin- 
gencies, $118,746. 


resources of 
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KINGS CoUNTY TRUST COMPANY 


342, 344 & 346 Futron St., Borough of Brooklyn, City of New York 


Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $614,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, V1ce-Presiden: 
J. NORMAN CARPENTER, Vice-President 





ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 





BIG GAIN IN DEPOSITS AT BANKERS 
TRUST COMPANY OF NEW YORK 

A gain of $78,000,000 in deposits since 
March was registered in the June 30th fin- 
ancial statement of the Bankers Trust Com- 
pany of New York making the total $546,- 
614,377. Resources increased 52 millions to 
aggregate of $683,893,587, embracing cash on 
hand and in banks $79,075,113; exchanges 
$41,125,247: U. S. Government securities 
$225,429,560; demand loans $68,485,593 ; time 
loans and bills discounted $179.788,046; state 
and municipal bonds $23,871,197 ; acceptances 
$25,313,187. The June statement also shows 
increase over half a million dollars in un- 
divided profits during the second quarter 
and shows increase of $1,820,000 since the 
first of the year, making total of $26,847,- 
848, with capital of $25,000,000 and surplus 
of $50,000,000. A contingency fund of $5,- 
000,000 is maintained. 


DEPOSITS MOUNT AT CENTRAL 
HANOVER 

Deposits increased $53,900,000 at the Cen- 
tral Hanover Bank & Trust Company of New 
York during the second quarter to June 
30th, and making total of $530,773,953. Re- 
sources aggregate $660,658,741 including cash 
and in banks $116,482,011: U. S. Government 
securities $216,482,884; public securities $31,- 
147,939; other securities $25,721,040; loans 
and bills purchased $222,736,225. Capital is 
$21,000,000; surplus $60,000,000; undivided 
profits $10,119,468 and reserve for taxes, in- 
terest, etc., $5,546,365. 


EMPIRE TRUST COMPANY GAINS 

The June 30th financial statement of the 
Empire Trust Company of New York showed 
a substantial gain in deposits over the March 
return with total of $59,395,774 and resources 
of $69,722,138. Capital is $6,000,000; surplus 
and undivided profits $3,312,843, the latter 
showing increase of $129,000 since March. 


GUARANTY TRUST COMPANY 
STRENGTHENS RESERVES 

The statement of condition of the Guar- 
anty Trust Company of New York as of 
June 30th shows deposits, including outstand- 
ing checks, totaling $928,343,300.36, which 
compares with total deposits of $892,931,- 
647.81 on March 28th, an increase of 35 mil- 
lions. The capital account totals $270,495,- 
732.91, comprising capital $90,000,000, surplus 
fund $170,000,000, and undivided profits $10,- 
495,732.91. The last figure shows a decrease 
of $14,467,651.30 from the last published 
statement of March in accordance with the 
announcement of the Board of Directors on 
June 1st that a sum had been appropriated 
from undivided profits to strengthen the re- 
serves of the company for possible doubtful 
items. The company’s total resources are 
$1,240,705,948.54. Its cash on hand, in Fed- 
eral Reserve Bank, and due from banks and 
bankers, and its U. S. Government obligations 
total $537,258,847.44, as compared with $457,- 
505,782.42, on March 28, 1932. 

William C. Lazo and Richard M. Wilcox 
have been appointed assistant trust officers 
of the Guaranty Trust Company. 


BANK OF NEW YORK AND TRUST 
COMPANY 

Resources of $120,589,882 are shown in the 
half-vearly statement of the Bank of New 
York & Trust Company which dates its cor- 
porate existence back to 1784. Among re- 
sources are cash on hand and in banks and 
exchanges $28,010,837; U. S. Government 
securities $19,873,480; short term securities 
$3,947,122; other bonds and stocks $12,412,- 
075: loans and discounts $41,789,581. De- 
posits amount to $98,783,114. Capital is $6,- 
000,000; surplus $8,000,000 and undivided 
profits $970,676. 

Eugene J. Hynes has been elected vice- 
president of Chase Harris Forbes Corpor- 
ation. 
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New York 


WAITING FOR THE TURN OF THE TIDE 
Although the first half of 1932 has brought 
no change in the downward tide of business 
activity and price levels, there appears a 
glimmering of hope prompted by recent ¢cu- 
mulative developments. The constant ir- 
ritation of Congressional activity and of 
hazardous attempts to raid the Treasury and 
plunge into drastic banking reform legisla- 
tion has been removed. 
parties have shot their bolts and the threat- 
ened broadsides of partisan denunciation and 
strident campaign voices may safely be dis- 
counted in advance. In Europe the Lausanne 
agreements over German reparations, despite 
the allusions to secret agreements to force 
this Government’s hands on debt reduction, 
have created a most favorable sentiment. 
Added to this is the assurance that the raids 
on the dollar abroad have ceased with the 
final export of foreign balances removing a 
disturbing element in the gold movement 
situation. 3ond prices have ceased to de- 
cline. Outside of the revisitation of an epi- 
demic of failures of small banks in Chicago, 
the list of banking fatalities grows steadily 
more slender with re-openings becoming more 
numerous. : 
The stock exchange continues its pain- 
fully aimless course, although something like 
enthusiasm stirs the professional spinal cord 
with the return of volume of trading to near 
the million shares a day mark. The busi- 
ness and industrial indices yield little, how- 
ever, to suggest a definite change to stimu- 
late stock market activity. Key industries 
are still greatly depressed, although there 
is more talk about the irreducible minimum 
of production and consumption of necessities. 
The current rate of steel industry operations 
has reached the almost unbelievable low 
point of 16 per cent of capacity. Unemploy- 
ment looms up large upon the horizon in 
spite of relief measures. The mid-year 
statements of the big banks and trust com- 


The two big political 


panies in New York and elsewhere are wit- 
ness of the severe deflations, deposit declines, 
and impaired earnings of the past half year. 
All in all, it is anybody’s guess as to when 
and how the turn of the tide will come. 


J. STEWART BAKER ELECTED PRESIDENT 
OF THE MANHATTAN COMPANY 

Park A. Rowley, who has been president 
of The Manhattan Company of New York | 
since its organization in 1929 recently ten- 
dered his resignation in order to be relieved 
from active duties and J. Stewart Baker, 
chairman of the board was elected president 
and will hold both offices. Mr. Rowley con- 
tinues his interest in The Manhattan Com- 
pany as a member of the board and also as 
a director of various units of the parent 
company. He will also continue as chairman 
of the executive committee of the Queens- 
borough Division of the Bank of Manhattan 
Trust Company. 

The June 30th financial statement of the 
3ank of Manhattan Trust Company shows 
total resources of $398,960,999 with cash on 
hand and in banks $98,405,427: U. S. Govern- 
ment securities $57,847,668: acceptances of 
other banks $11,771,634; New York State and 
N. Y¥. municipal securities $17,841,691; other 
domestie securities $20,290,254; demand loans 
on collateral $26,612,959; other loans and 
discounts $121,255,820. Deposits aggregate 
$317,182,296. Capital is $22,250,000; surplus 
$30,000,000: undivided profits $4,447,901 and 
reserve for contingencies $10,150,000. 

Announcement is made of the election of 
Franklin Field as assistant secretary of the 
Bank of Manhattan Trust Company and 
also of Henry G. Warland as assistant vice- 
president, assigned to the 43rd street office. 
Ww. A. Rush has been elected secretary of 
The Manhattan Company. 


Louis G, Kaufman has resigned as chair- 
man of the executive committee of the Manu- 
facturers Trust Company of New York, but 


will continue a member of the board. 
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Thoroughly organized to handle your Baltimore 
Banking and Fiduciary Business 
promptly and effectively 


MARYLAND TRUST COMPANY 


Main Office: N. W. Cor. Calvert and Redwood Streets 
BALTIMORE 
MEMBER FEDERAL RESERVE SYSTEM 


THE NATIONAL CITY BANK 

Combined resources of $1,567,673,668 are 
shown in the June 30th statement of The 
National City Bank of New York with cash 
and due from banks $302,319,539; U. S. Gov- 
ernment securities $253,201,185: state and 
municipals $21,701,593 and other bonds and 
securities $105,340,840. Loans and discounts 
total $696,620,610 and customers’ liability ac- 
count of acceptances $99,186,454. Deposits 
aggregate $1,214,266,592 with capital of $124,- 
000,000 ; surplus $76,000,000; undivided prof- 
its $5,444,512 and reserves for contingencies 
of $31,253,258. 

The City Bank 
shows increase in surplus 
profits since the March report from $11,- 
162,894 to $11,647.494 with capital of $10,- 
000,000. Deposits increased about four mil- 
lions during the same period to $41,575,879. 

The National City Bank has secured a 
lease of the banking floor in the Standard 
Oil Building at 26 Broadway, comprising 
more than 6,000 square feet in area and 
which will serve as a new location for the 
Battery Park branch of the bank now lo- 
cated in the Produce Exchange building. 


Farmers Trust Company 


and undivided 


COMMERCIAL NATIONAL BANK AND 
TRUST COMPANY 

Barely two and a half years have elapsed 
since the Commercial National Bank & Trust 
Company of New York began business and 
during that period has contributed a_ note- 
worthy chapter to New York banking de- 
velopment. The latest financial statement 
shows total resources of $83,920.919 with 
cash and in banks of $17,463,843; U. S. Gov- 
ernment securities $24,098,682; other bonds 
$5,109,757; loans and discounts $32,043,516. 
Deposits total $61,687,000, Capital is $7,000,- 
000; surplus and undivided profits $8,490,- 
308. 


CHASE NATIONAL BANK STATEMENT 

The Chase National Bank of New York 
maintains its position as the largest bank in 
this country as regards volume of resources, 
deposits and capital structure. The June 
30th statement shows aggregate resources of 
$1,731,509,127 and among the important 
changes since the March reports is an in- 
crease in U. S. Government securities from 
$176,553,000 to $218,073,000 and an increase 
from $51,081,000 to $106,511,000 in securities 
maturing within two years. Cash in vault 
and on deposit with Federal Reserve and 
other banks amounts to $299,944,000; other 
bonds and securities, including Federal Re- 
serve Bank stock, $99,847,000; loans and dis- 
counts $860,646,000, compared with $1,025,- 
866.000 reported in March. 

The capital of the bank amounts to $148,- 
000,000, which is unchanged; surplus $100,- 
000,000, as compared with $124,000,000 on 
March 31st: undivided profits $17,381,000, as 
compared with $20,789,000; reserve for taxes, 
interest, contingencies, ete., $12,170,000, as 
compared with $28,650,000; deposits $1,302,- 
456,000, as compared with $1,328,737,000. 


FULTON TRUST COMPANY EARNINGS 

During the six months ended June 30th, 
the Fulton Trust Company of New York 
recorded actual earnings of $178,585 and 
after payment of $120,000 in dividends left 
$58,585 transferred to surplus which has been 
increased to $908,725 with surplus of $2,000,- 
000 and ¢apital of $2,000,000. Deposits am- 
ount to $16,203,825. Resources total $21,- 
244.646 of which $5,131,514 consists of cash 
on hand and in banks; U. 8S. Government 
securities $4,075,379; other securities $4,648,- 
470 and loans secured by collateral $5,900,- 
887. Trust department business has shown 
a marked increase during the year at the 
Fulton Trust Company. 





TRUST COMPANIES 


DEPOSIT GAIN AT MANUFACTURERS 
TRUST COMPANY 

Increase in deposits is shown in the June 
30th statement of the Manufacturers Trust 
Company of New York as compared with 
March return, amounting to nearly nine mil- 
lions and bringing total to $379,053,528. Re- 
serves have been increased since March 28th 
from $14,084,167 to $16,517,885 with capital 
of $32,935,000 and surplus and undivided 
profits of $22,125,708. Resources total $490,- 
828,401. Cash and due from banks has in- 
creased during the last quarter from $76,- 
729,000 to $84,469,000 and holdings of U. 8S. 
Government securities have been increased 
over eleven millions to $55,827,928 with state 
and municipal bonds amounting to $27,953.,- 
O78 and other investments $48,740,439. Loans 
and bills purchased amount to $186,046,597. 
HENRY E. COOPER ELECTED PRESIDENT 

OF HARRIMAN NATIONAL 

Henry E. Cooper, who was for many years 
vice-president of the Equitable Trust Com- 
pany of New York and following merger 
With the Chase National Bank also vice- 
president of the latter, has been elected 
president of the Harriman National Bank & 
Trust Company. He Joseph W. 
Harriman, founder and head of bank since 
its organization, who has relinquished the 
active duties of president to become chair- 
man of the board. Mr. Cooper is a director 
in the following corporations: American 
Smelting and Refining Company, Clinchfield 
Coal Company. The Equitable Trust Com- 
pany of New York, Dunbar National Bank 
and Western Maryland Railway Company. 


succeeds 


ELECTED DIRECTOR OF HOME LIFE 
INSURANCE COMPANY 
Harold FE. Herrick of the law firm of 
Richards & Affeld in New York has been 
elected a director of the Home Life Insur- 
ance Company. Mr. Herrick was graduated 
from Yale and then from Columbia Univer- 
sity School of Law. He has been with the 
firm since his graduation from Columbia 
with the exception of the time he served with 
the American forces in the World War. 
After being mustered out he rejoined the 
firm and in 1925 became a partner. 


The First National Bank of Cooperstown, 
N. Y., reports resources of $3,311,238 and de- 
posits $2,544,387. 


The City Bank Farmers Trust Company 
of New York has been appointed corporate 
trustee for Missouri Public Service Company 
first mortgage twenty-year 5 per cent gold 
bonds, Series A. 


Every Trust Receives 
the Personal Attention 
of the Senior Executives 


FULTON TRUST 
COMPANY 


OF NEW YORK 
Established 1890 


Uptown OFFICE 
1002 Madison Avenue 


MaIn OFFICE 
149 Broadway 


Member Federal Reserve System 





THE NEW YORK TRUST COMPANY 

The June 30th statement of the New York 
Trust Company shows that deposits have 
been practically unchanged since the March 
report and amounting to $236,216,200. Re- 
sources of $301,947,684 include cash on hand 
and in banks $66,249,697; U. S. Government 
securities $56,818,954; other bonds and se- 
curities $39,418,508; loans and bills pur- 
chased $116,399,727. Capital is $12,500,000 ; 
surplus $20,000,000 and undivided profits $1,- 
887.541 with reserves for contingencies of 
$12,500,006. 


John Donovan, advertising manager of the 
Central Hanover Bank & Trust Company of 
New York has issued a folder describing 
how incomes and estates are taxed under the 
Revenue Act of 1932 and which is designed 
to be helpful to life insurance salesmen. 

The Bank of Manhattan Trust Company of 
New York has been appointed transfer agent 
for the preferred and common stock of A. C. 
Horn Co. 

Arthur Gardiner, formerly cashier, has 
been elected president of the First National 
Bank & Trust Company of Northport, L. I., 
succeeding the late Harold N. Eldridge. 
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UNITED STATES TRUST COMPANY 

Substantial increases in deposits and re- 
sources are shown in the June 30th financial 
statement of the United States Trust Com- 
pany of New York. Resources total $89,- 
113,272 including cash on hand and in banks 
$23,043,966; U. S. Government securities $5,- 
728,500; Canadian Government securities 
$507,000; state securities $4,813,000; muni- 
cipals $1,381,100; equipment trust securities 
$2,888,300; railroad securities, $4,112,971; 
public utilities $1,266,894 and industrials 
$687,687. Loans amount to $29,643,683 ; bills 
purchased $4,669,396; bonds and mortgages 
$6,916,016. Deposits have increased to $58,- 
564,655. Capital is $2,000,000; surplus $24,- 
000,000 and undivided profits $3,013,401. 


KINGS COUNTY TRUST COMPANY 

Earnings at the Kings County Trust Com- 
pany of Brooklyn during the second quarter 
permitted of a substantial increase in un- 
divided profits after dividend payments. De- 
posits during this period increased nearly 
three millions to $27.515,856 and resources 
increased over $2,700,000 to $34,766,967. 
Capital is $500,000; surplus and undivided 
profits $6,614,225. 
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DEPOSITS INCREASE AT BROOKLYN 
TRUST COMPANY 

The statement of condition of the Brooklyn 
Trust Company as of June 30th showed 
total deposits of $110,162,557 against $101,- 
987,519 on March 28th, the last preceding call 
date, an increase of $8,175,038. Total re- 
sources were $1438,378,.437 against $142,833,- 
534. Undivided profits were $2,314,194 on 
June 30th against $2,996,991 on March 28th. 
Surplus of $10,000,000 was shown, unchanged 
from the preceding statement, while reserves 
were $5,829,765 against $10,210,342. Total 
eash, including that on hand and due from 
Federal Reserve and other banks, was $38,- 
656,084 against $22,092,514 on March 28th. 

George A. Barnewall, vice-president of 
Brooklyn Trust Company, has been elected 
director of the Brooklyn Chamber of Com- 
merce. 


INCREASES RECORDED BY CHEMICAL 
BANK & TRUST COMPANY 

During the last quarter the deposits of the 
Chemical Bank & Trust Company of New 
York increased nearly 25 millions to total 
of $275,688,126 with resources increasing 18 
millions to $376,319,345, the latter including 
eash and due from banks $67,720,393; U. S. 
bonds and certificates $95,830,391; bankers’ 
acceptances and demand loans $50,493,408 ; 
eligible paper and short term notes $33,928,- 
; state and municipal bonds and other 
investments $22,321,000; acceptances $25,- 
365,623. Capital is $21,000,000; surplus $40,- 
000,000 and undivided profits $5,260,562. 


525 


MARINE MIDLAND TRUST COMPANY 
OF NEW YORK 

Resources of $83,828,314 are reported in 
the June 30th statement of the Marine Mid- 
land Trust Company of New York City with 
eash and due from banks of $10,027,661; 
U. S. Government securities $16,680,322; 
other bonds and investments $15,090,932; de- 
mand loans $8,292,109; time loans and bills 
discounted $20,889,862; acceptances $8,055,- 
327. Capital is $10,000,000; surplus $6,000,- 
000; undivided profits $1,050,933 and reserves 
$2,093,195. Deposits amount to $52,034,553. 


3ankers Trust Company of New York has 
been appointed transfer agent for the com- 
mon capital stock of Joseph T. Ryerson & 
Son, Ine.: co-agent with Industrial Trust 
Company, Pawtucket, Rhode Island, for the 
payment of City of Pawtucket, 5% per cent. 
Funding, 5 per cent. Water, 5 per cent. 
Sewer, 5 per cent. Sidewalk, 5 per cent. 
Highway, 5 per cent. School bond coupons. 
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MARINE MIDLAND CORPORATION 
EARNINGS 

Combined net earnings, after taxes, of the 
Marine Midland Corporation of New York 
and its constituent banks, trust companies 
and security affiliates for the June quarter, 
adjusted to June 30th minority interest, 
amounted to $1,670,925, as compared with $1,- 
586,488 for the previous three months. The 
increase reflects economies put into effect by 
the banking affiliates. Net earnings for the 
first six months of 1932 were $3,257,413, with 
5,359,322 shares of $10 par outstanding. 

ROCHESTER TRUST & SAFE DEPOSIT 
COMPANY 

The eighty-eighth semi-annual statement of 
the Rochester Trust & Safe Deposit Company 
of Rochester, N. Y., shows the resources of 
$45,884,068. Bonds and mortgages amount 
to $13,019,668; U. S. Government and muni- 
cipal bonds, $2,625,410; demand loans, $12,- 
555,847; cash in banks, $5,040,326, and cash 
on hand, $925,010. Capital is $1,000,000; 
surplus and undivided profits, $3,500,000; re- 
served for taxes and contingencies, $635,- 
619, and deposits $40,748,449. Robert C. Wat- 
son is president and Edward L. Williams, 
treasurer. 

Guaranty Trust Company of New York has 
been appointed transfer agent for 2,500,000 
shares of common stock of the par value 
of $3.00 each, of the American and Dominion 
Corporation. 


FIRST CITIZENS OF UTICA 

Trust funds under administration amount- 
ing to $37,389,905 are shown in the June 30th 
financial statement of the First Citizens 
Bank & Trust Company of Utica, New York. 
Banking assets total $64,304,992 with de- 
posits amounting to $48,264,972. Capital is 
$2,000,000; surplus and undivided profits 3$3,- 
162,569 and reserves $3,686,037, 

Stuart C. Lane, who has been loan officer 
of the First Citizens Bank & Trust Company 
has been named an assistant vice-president. 
He started in banking fifteen years ago, with 
the Utica Trust & Deposit Company. 





John T. Madden has been elected a vice- 
president of the Manufacturers Trust Com- 
pany of New York in charge of branch ac- 
tivities in Manhattan and the Bronx. 

The Bankers Trust Company of New York 
has issued a booklet describing the changes 
and scope of the Revenue Act of 1932 with 
summaries of the income, estate, gift and 
stamp taxes, together with full texts of the 
act and the estate tax with side notes. 

The Lawyers Trust Company of New York 
reports resources of $20,543,280 with deposits 
of $14,404,650; capital $3,000,000; surplus 
and undivided profits $2,528,000. The allied 
Lawyers Title & Guaranty Company has re- 
sources of $28,783,000. 

The Discount Corporation of New York re- 
ports assets of $201,275,964 with capital ac- 
eount of $10,804,422. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 
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The ADMIRAL 


On the Beach Front at Cool Cape May, N. J. 


A beautiful modern fireproof hotel 
offering accommodations of the 
highest type—350 rooms with bath. 


Rates Exceedingly Modest 


SADDLE HORSES 


Golf --- Tennis --- Boating 
Surf Bathing directly from Hotel. 
Outdoor Sea Water Swimming Pool. 
Concert and Dance Orchestra. 


SocrtaL Hostess 





GEORGE M. BOUGHTON, Managing Director 





INCREASED DEMAND FOR AMERICAN 
EXPRESS TRAVELERS CHEQUES 


There has been a marked change this 
season in the trend of the American travel- 
ing public. Foreign ports obtain a fair share 
of American tourists because of the exceed- 
ingly low ocean liner rates. Nevertheless, 
there is a distinct desire on the part of most 
Americans on vacation this season to see 
their own country. This is indicated by the 
demand for American Express travelers 
cheques which provide a reliable gauge be- 
cause of the high favor which American 
Express cheques enjoy both at home and 
abroad. This is due not only to the con- 
venience of these cheques but also to the 
protection obtained by travelers in having 
negotiables with ironclad securities which, 
at the same time, provide protection against 
motor robbers, pickpockets and other haz- 
ards of the journey. 


The Chase National Bank of New York 
has been appointed transfer agent for the 
participating preference and class A common 
stocks of the Household Finance Corporation 
and registrar for the $3.00 convertible pre- 
ferred stock, Series A, and the common stock 
of Phoenix Securities Corporation. 


REAL ESTATE LOANS BY PRUDENTIAL 
LIFE 
Real estate mortgage loans made by the 
Prudential Insurance Company of America 
during the first six months of 1932 amounted 
to $41,305,503.44. Adhering to its policy of 
aiding home and apartment owners, the Pru- 
dential loaned $28,022,427.96 of this sum for 
such purposes. There were 5,015 dwelling 
loans for $25,209,500.46, and 183 apartment 
loans for $2,812,927.50, affording, in all, the 
living accommodations for 7.043. families. 
Farm loans totalled 2,428 for $11,266,475.48 
and the remainder of $41,305,503.44 loaned 
during the first half of 1932 is represented 
by 76 mortgages on city properties other than 
those for residential purposes, the total of 
these being $2,016,600.00. 


The County Trust Company of New York 
will remove its principal place of business 
from 80 Eighth avenue to 350 Fifth avenue. 

Charles D. Makepeace has been elected ex- 
ecutive vice-president of First Stamford Na- 
tional Bank & Trust Company of Stamford, 
Conn, He was formerly a vice-president of 
the Chase National Bank, previous to that 
vice-president of the Equitable Trust Com- 
pany of New York. 
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AWARD GIVEN TO UTICA BANK AD 

A newspaper display advertisement bear- 
ing the signature of the First Citizens Bank 
& Trust Company of Utica, New York, and 
appearing in the newspapers of that city has 
received the premier award as being the 
“best bank ad in America” appearing during 
the first two weeks in April. The award was 
given by Bank Ad-Views, a magazine which 
specializes in assembling bank advertising 
throughout the country and submits the col- 
lection semi-monthly to a jury of experts. 


America’s Best Bank Ad — 


BEFORE....and ...AFTER 


Hie poodered. thee acted Ve opened mot one but ree 
. rat sh he macs 





Tre errs tr be te tt 
cientorean ts hasten tareg Oe 
Same cnt Apt wo gree 


0” ami Jaan Dir sored womrthung eect wt evtule 
wher they had « be mms eh overt the eed 
oh tae week Bist that wus semally the hind thet tn’ 
reste 1s rattled. “Jingle money” they called it 
Se they worrad Somehow or ather they covila 
sere: to sole and fori free They were writable Every 
tame they spent 2 cont they felt they shoul. And 
ren where they ad eeumome 4 sermed they coud 1 


care any tore Premy demcournging thin le What 


Tove was ne one Bat even there wan, Joh swore 
be cman, he wemldn be depret pon sepone 
Hi greten debe ee te hemart sa he lary 
And he'd sete shar debe FIRST 


FIRST CITIZENS BANK 


& TRUST COMPANY 


UTICA, N Y 





BankK Ap AWARDED FIRST PLACE 


The advertisement of the First Citizens 
Bank & Trust Company of Utica, which re- 
ceived this distinction is shown herewith in 
reduced form. The jury made its decision on 
the ground that it is a clever adaptation of 
the old “Before and After’ slogan showing 
John and Jane Doe in the doldrums before 
they started savings accounts, and the 
“after” revealing their faces wreathed in 
smiles and contentment. The appeal of the 
advertisement lay in the fact that the ex- 
perience is typical of millions of young 
couples. An original suggestion is the open- 
ing of two savings accounts, one styled the 
“vet ahead” account which gets the extra 
account and may be drawn on in case of 
need; the other is the “stay ahead’ account 
which is kept inviolate and receives deposits 
regularly. George O. Everett, the First Citi- 
zens’ advertising manager, is the author of 
the advertisement. 





The oldest trust company 
in the Mid-South features 


a complete trust service. 


BANK °F COMMERCE 
anD TRUST COMPANY 


MEMPHIS 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS 
$ 5,000,000. 00 





JAMES S. ALEXANDER 

James Strange Alexander, who was for 
many years president of the National Bank 
of Commerce of New York and subsequently 
chairman of the board of the Guaranty Trust 
Company when the Commerce was merged 
with the Guaranty, died recently at his home 
in New York City at the age of sixty-eight. 
He was born in Tarrytown, N. Y., and at 
the age of sixteen obtained a position as 
junior clerk with the Tarrytown National 
Bank. In 188 he obtained a position with 
the National Bank of Commerce at a salary 
of $10 a week. For the next fifteen years 
he advanced steadily. In 1907, after twenty- 
two years with the Commerce Mr, Alexander 
became treasurer of the American Express 
Company, but in less than a year he was 
back again at the Commerce as vice-president. 
Three years later he became president and 
remained in that office until 1923, following 
the merger, became chairman of the Guar- 
anty Trust Company, retiring January, 1930. 


The First National Bank of Eugene, Ore- 
gon, has had forty-eight years of successful 
banking experience. Latest statement shows 
resources of $3,742,577 with capital account 
of $425,000. 
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Pittsburgh 


Special Correspondence 


PITTSBURGH TRUST COMPANIES REPORT 
LARGE TRUST HOLDINGS 

Judging from the latest published state- 
ments the trust business of Pittsburgh trust 
companies continues to mount in volume. 
The Union Trust Company reports under 
date of June 30, trust funds aggregating 
$372,648,980 with corporate trusts of $875,- 
882,300; securities held thereunder $185,223,- 
208; transfer agencies and registrarships, 
$1,736,196,927. The banking department 
shows resources of $233,709,914 with de- 
posits of $160,117,645. Since the first of the 
year undivided profits increased from $492,- 
441 to $2,065,467 with capital of $1,500,000 
and surplus of $63,500,000 with reserves of 
$6,234,281. 

The Fidelity Trust Company reports trust 
funds of $226,518,725, an increase of ap- 
proximately two millions since March 31. 
Corporate trusts total $72,520,490. The bank- 
ing department reports resources of $27,534,- 
638; deposits $15,680,060; capital $2,000,000 ; 
surplus $7,000,000 and undivided profits $1,- 
144,454, the latter representing a substantial 
increase. The contingent reserve is $1,119,- 
789. 

Peoples-Pittsburgh Trust Company reports 
trust funds of $133,701,848 with corporate 
trusts of $68,898,225. Banking resources 
amount to $95,987,076 with deposits of $72,- 
516,000; capital $5,822,867; surplus $15,000,- 
000; undivided profits $1,386,750 and reserves 
$994,314. 

The Colonial Trust Company shows trust 
funds amounting to $30,299,455; corporate 
trusts $117,997,923; securities deposited un- 
der collateral trust mortgages $4,394,748. 
Banking resources total $32,534,549 with de- 
posits of $22,865,482. Capital is $2,600,000, 
surplus $3,000,000, undivided profits $714,- 
551 and reserve $275,000. 

The Commonwealth Trust Company shows 
important gains in trust business with trust 
funds of $52,313,360. Banking resources 
total $15,607,041, deposits $11,579,764, capital 
$1,500,000; surplus $1,700,000, undivided 
profits $291,803 and reserves of $108,171. 





The Union Trust Company of Pittsburgh 
declared its regular quarterly dividend of 
$50 per share which was payable July first. 

Cc. W. Orwig, vice-president of the Com- 
monwealth Trust Company of Pittsburgh 
has been honored with election as third vice- 
president of the Affiliated Exchange Clubs of 
Pennsylvania. 


COMPANIES 


PITTSBURGH BREVITIES 


Plans have been completed for reopening 
of the Homewood-Peoples Bank of Pittsburgh 
with Hugh G. Nevin, formerly of the Union- 
Trust Company of Cleveland and a son of 
Joseph C. Nevin, managing director of the 
Pittsburgh Branch of the Federal Reserve 
Bank of Cleveland, as president. 

Carl I. Miller, president of the East Pitts- 
burgh Savings & Trust Company, has been 
elected president of the Bankers Club of 
Pittsburgh. 

John E. Potter, president of the Potter 
Title & Trust Company and of the Potter 
Title & Mortgage Company of Pittsburgh, 
has been re-elected president of the Pennsyl- 
vania Title Association for the ninth consecu- 
tive term, 

Negotiations are in progress for reopening 
of the Monongahela National Bank. 

Alexander P. Reed, vice-president of the 
Fidelity Trust Company of Pittsburgh, deliv- 
ered an address at the recent annual conven- 
tion of the West Virginia Bankers Associa- 
tion, entitled ‘Trust Business A. D.” 

Francis A. Callery, son of the late James 
D. Callery, has been elected to fill his father’s 
position on the board of the Diamond Na- 
tional Bank of Pittsburgh. 

George .P. Spettigue, assistant secretary 
and auditor of the Colonial Trust Company 
of Pittsburgh, has been elected president of 
the Pittsburgh Conference of Bank Auditors 
and Controllers. 

Fred H. Horst has been elected secretary 
and treasurer of the Allegheny Trust Com- 
pany of Pittsburgh. 

The Lycoming Trust Company of Williams- 
port, Pa., reports trust funds of $15,327,000; 
banking resources of $14,588,854 and de- 
posits $9,722,212. 





FIRST NATIONAL OF NEW HAVEN 

An excellent financial statement has been 
issued by the First National Bank & Trust 
Company of New Haven, Conn., at the close 
of the half-year. It shows total banking re- 
sources of $32,298,044 with a high degree of 
liquidity. Deposits total $25,083,395. Capi- 
tal is $1,260,000; surplus $1,260,000 and un- 
divided profits $212,662. The First National 
recently purchased and took over the busi- 
ness of the Merchants National Bank of New 
Haven. 





The Provident Savings Bank & Trust Com- 
pany of Cincinnati declared an extra divi- 
dend in connection with the latest regular 
quarterly distribution. 
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TRUST COMPANIES 


Philadelphia 


Special Correspondence 


CONTROVERSY REGARDING DEPOSIT OF 
TRUST FUNDS IN BANKING DEPARTMENT 

An interesting situation has developed in 
Pennsylvania regarding the right of fiduciary 
institutions to deposit trust funds in their 
own banking department. On April 11, 1929 
an Act was passed by the General Assembly 
of Pennsylvania and approved by the Gov- 
ernor which apparently gave the trust com- 
panies of this commonwealth the right to 
make such deposits, providing they set aside 
in their trust departments, bonds or notes 
of the United States or of the commonwealth 
of Pennsylvania, or other securities ap- 
proved by the Secretary of Banking, of a 
par value equal to or in excess of such trust 
funds, as security for trust funds so de- 
posited. There is a provision that every such 
company shall have the right to clear re- 
ceipts and payments of trust money in the 
regular course of business, in the same man- 
ner as other funds held by it. 

Although three years have elapsed since 
this Act was approved the Orphans’ Court 
has maintained the position, and particularly 
as expressed in various wherein the 
issue was raised, that both the provision of 
the Federal Reserve Act applying to na- 
tional banks and the Pennsylvania Act of 
April, 1929, are in absolute conflict with the 
Act of May 9, 1889 on the Pennsylvania 
statute which requires trust com- 
panies to keep trust funds separate and 
apart from their own assets. Under this 
provision the State banking department has 
required all trust funds to be deposited in 
a separate banking institution. 

The Orphans’ Court contends that the law 
has placed the regulations and conduct of 
the accounts of the trust company in the 
control of the courts and that the irrespon- 
sible conduct of a ministerial officer would 
be permitted by the terms of the Act of 
1929 as well as the Federal Reserve provi- 
sion, to set at naught the judicial safeguards 
which have been placed around the care of 
trust funds by all former legislation of the 
commonwealth and decisions of the courts 
having jurisdiction. It is further contended 
by the Orphans’ Court that the companies 
whom it has appointed to act as trustees and 
whose accounts are under its supervision, 
should not be permitted under the existing 
law to use trust funds for private profit. 

The Act of April, 1929 passed by the Gen- 
eral Assembly of Pennsylvania was more or 
less the outgrowth of judicial and super- 
visory dispute caused by provision in the 
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Federal Reserve Act which provides that 
funds held in trust by national banks, await- 
ing investment, may be deposited in the 
banking department of such national bank 
by setting aside in the trust department 
U. S. bonds or other securities approved by 
the Federal Reserye Board. Remonstrance 
by the State Commissioner of Banking. that 
this provision violated the state law regard- 
ing segregation of trust funds, brought from 
the Federal Reserve Board the statement 
that it was without authority to impose such 
restriction, as imposed by state law on trust 
companies, upon the acts of the national 
banks. The members of the Orphans’ Court 
have stated that they will refuse to appoint 
as fiduciary any individual or corporation, 
national bank or otherwise, which asserts 
the right to mingle trust funds with their 
own funds and use them for their private 
profit. 


GIRARD TRUST COMPANY 

The Girard Trust Company of Philadelphia 
reported aggregate of $913,648,767 trust 
funds under administration in its statement 
of June 30th. Banking resources total $104,- 
184,830; deposits $80,544,920; capital $4,000,- 
000; surplus and profits $16,875,091 and re- 
serves of $2,001,527. 
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THE PENNSYLVANIA COMPANY REPORTS 
INCREASES IN TRUST BUSINESS 

An increase of over $30,000,000 in personal 
trust fund during the first six months of the 
current year is shown in the June 30th finan- 
cial statement of the Pennsylvania Company 
for Insurances on Lives and Granting Annui- 
ties of Philadelphia. This brings the aggre- 
gate of personal trusts to $869,380,493 and 
representing an increase of approximately 
$116,000,000 since within the past eighteen 
months. Corporate trusts also show gain 
during the present year with total of $1,844,- 
452,623. 

The Pennsylvania Company has likewise 
maintained a strong position in its banking 
operations with total resources of $232,950,- 
109. This includes cash and deposit with 
Federal Reserve bank of $13,915,989; due 
from banks and items in process of collec- 
tion, $23,520,009; Clearing House exchange, 
$2,660,039 ; U. S. Government securities, $30,- 
005,772; short term securities, $13,445,352; 
other investment securities, $25,254,619; de- 
mand loans on collateral, $73,551,612; time 
loans upon collateral, $16,621,794; commer- 
ci.l paper, $18,252,600; reserve fund for pro- 
tection of “cash balances in trust accounts, “ 
$7,455,963. Deposits aggregate $184,535,02: 
Capital is $8,400,000; surplus, capaiaaee: 
undivided profits, $1,118,351, and reserved 
for contingencies, $8,441,902. 


TRUST GAINS SHOWN BY FIDELITY 
PHILADELPHIA TRUST COMPANY 

A noteworthy increase in the volume of 
individual trusts under administration dur- 
ing the first half of the current year is shown 
in the June 30th financial statement of the 
Fidelity-Philadelphia Trust Company. Dur- 
ing the past six months the total amount of 
trust funds increased from $920,844,089 to 
$967,354,996. This gain of approximately 
$46,000,000 follows upon an increase of $30,- 
000,000 during the year 1931 and of over 
$42,000,000 during the year 1930. Corporate 
trusts aggregating $798,148,270 show only a 
slight change in volume during the current 
year. 

Banking resources of the Fidelity-Philadel- 
phia Trust Company as of June 30th 
amounted to $113,718,313, including cash on 
hand and in banks of $11,368,583; loans, $38,- 
343,492; investment securities owned $55,- 
540,114. Deposits amount to $77,260,957 with 
eapital stock of $6,600,000; surplus, $21,000,- 
000; undivided profits $1,391,196 and reserve 
against depreciation of securities, ete. of 


$5,120,742. 
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| 
STANDARD FEDERAL TAX 
SERVICE 


(four volumes annually) 
The standard reporter on Fed- 
eral Income Tax, Estate, Gift, 
Admissions, Dues, Excise, 


Stamp, and Miscellaneous 
Taxes. Now in its nineteenth 
year. Recognized generally as 


the authoritative and most com- 
prehensive work of its kind. 
compiling all pertinent law. 
regulations, decisions and rul- 
ings, and replete with exclusive 
features. Includes two hundred 
page topical general index, three 
hundred page citator of all 
Court and Board of Tax Apfeals 
decisions, guide, _ illustrative 
cases, rewrite, full texts of all 
new court decisions and rulings, 
digests of all Board decisions. 
Rapid deliveries of all new mat- 
ters, indexed as issued. 


QomieRrce CresRninG, HOUSE, Ivo, 


LOOSE LEAF LEAF oe DIVISION 








Wo. P. GEST 


Chairman of the Board of the Fidelity-Philadelphia Trust 
Company, who has been honored with a degree of Doctor 
of Laws by the University of Pennsylvania 
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THE PHILADELPHIA NATIONAL BANK 

True to the traditions and policies which 
have contributed toward making the Phila- 
delphia National Bank the largest national 
bank in Pennsylvania, the current financial 
statement of this institution reveals excep- 
tional strength and solidity. Resources as 
of June 30th aggregated $321,897,403 and of 
this total there is shown $79,789,402 cash 
and due from banks with U. S. Government 
securities amounting to $53,439,962; state, 
county and municipal securities, $7,435,118. 
Other securities amount to $37,464,750 with 
loans and discounts of $126,735,790 and cus- 
tomers’ liability under letters of credit and 
acceptances, $12,290,069. Deposits total $261,- 
897,408. Capital is $14,000,000; surplus and 
net profits, $29,305,551 and reserve for con- 
tingencies, $1,000,000. 
UNINTERRUPTED GROWTH OF THE MAR- 

KET STREET NATIONAL BANK 

With general trend of bank deposits de- 
clining the Market Street National Bank of 
Philadelphia is in the fortunate position of 
reporting actual gains during the first half 
of the current year. As compared with the 
returns for December 31, 1931, deposits in- 
creased by nearly half-a million to total of 
$22,965,292 and total assets also showing 
substantial gain to $28,590,121. Among assets 
are cash and due from banks of $5,299,258; 
United States Government securities, $5,670,- 
522; marketable securities, $5,647,976; demand 
loans secured by collateral, $5,921,974; loans 
and discounts, $5,986,712. Capital is $1,000,- 
000; surplus and net profits, $4,061,152. 


ELECTED DIRECTOR OF FIDELITY- 
PHILADELPHIA TRUST COMPANY 
William H. Donner has been elected a 
member of the board of directors of the Fi- 
delity-Philadelphia Trust Company. He fills 
the vacancy caused by the death of Samuel 
M. Curwen, late president of the J. G. Brill 
Company. Mr. Donner for many years was 
identified with the large steel and tinplate 
interests of Pennsylvania. He is a former 
president of the Cambria Steel Company and 
of the Donner Steel Corporation and at one 
time was chairman of the board of the 

Pennsylvania Steel Corporation. 


Norris D. Wright, formerly with the Nor- 
ristown (Pa.) Trust Company, has been 
elected a vice-president of the Norristown- 
Penn Trust Company. 

The Lock Haven Trust Company and the 
Clinton Trust Company of Lock Haven, Pa., 
have been consolidated. 


BANKS COOPERATING WITH REVENUE 
DEPARTMENT 

Despite the absence of definite rulings and 
directions in the collection of new federal 
taxes, especially as relating to bank checks 
and other instruments the banks and trust 
companies of Philadelphia are tendering 
every possible cooperation to the revenue 
officials in enforcing the new taxes. A fine 
spirit is being shown both by bank officials 
and depositors in discouraging any effort at 
evasion of the tax, prompted by a desire to 
assist the government and the Treasury De- 
partment to bring about effective balancing 
of the budget. While it is too early to ascer- 
tain the effect of the tax on bank checks it 
is generally believed that it will not be the 
immediate cause of any appreciable dimuni- 
tion in the volume of checks drawn. 


INCREASE IN RODMAN WANAMAKER 
TRUST FUNDS 

Twenty-nine years ago the late Rodman 
Wanamaker created a trust fund of $302,000 
for the benefit of his three children and who 
were to share the income upon his death. 
This trust fund was not included in the ap- 
praisal of Mr. Wanamaker’s estate which 
was placed for federal estate tax at $71,607,- 
000. A recent adjudication in the Orphans 
Court showed that the trust fund of $302,000 
established twenty-nine years ago has _ in- 
ereased to $856,863, based upon accounting 
made by the Pennsylvania Company for In- 
surances on Lives and Granting Annuities, 
surviving trustee and by William L. Nevin. 
substitute trustee for the late Francis D. 
Lewis. The net income from the time of the 
trust’s creation to March 9, 1928, the date of 
Mr. Wanamaker’s death, was $582,383. 


The Colonial-Northeastern Trust Company 
of Reading, Pa., and the Berks County Trust 
Company have been consolidated with bank- 
ing resources of over $15,000,000 and trust 
funds of more than $16,000,000. 


The banking and trust business of the 
Dime Bank-Lincoln Trust Company of Scran- 
ton, Pa., has been absorbed by the Seranton- 
Lackawanna Trust Company of Scranton, Pa. 


Frank M. Hardt, vice-president of the Fi- 
delity-Philadelphia Trust Company has been 
re-elected president of the Bank & Trust 
Company Golf Association of Philadelphia. 

The Tradesmens National Bank & Trust 
Company of Philadelphia reports trust funds 
of $42,845, and corporate trusts of $50,948,- 
000. Banking assets amount to $39,341,862. 
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LEGAL INVESTMENTS FOR TRUST FUNDS 
IN PENNSYLVANIA 

Frank G. Sayre, vice-president of the Penn- 
sylvania Company for Insurances on Lives 
and Granting Annuities of Philadelphia, re- 
cently reported as chairman of the Com- 
mittee on Trust Investments of the Trust 
Company Section of the Pennsylvania Bank- 
ers Association. In view of the submission 
of a constitutional amendment at the com- 
ing election in November, Mr. Ayres urges 
upon trust officers to forward to his commit- 
tee any suggestions regarding proper and 
desirable change in the present laws of 
Pennsylvania governing investment of trusi 
funds, which are unduly restrictive. 

In his report Mr. Sayre states that little 
diversification in the investment of trust 
funds is permitted under the present law and 
while indicating proper place for municipals, 
government and state bonds and proportion 
of mortgages, he cautions against too liberal 
laws which might tempt irresponsible trus- 
tees to venture into speculative investments 
He also states that discretion allowed to trus- 
tees by law should not be too broad and that 
if the testator or settlor desires to give his 
trustee broad discretionary powers, this can 
be readily done by agreement. 

As to real estate mortgages, Mr. Sayre 
says: “Mortgages have always been a favored 
conservative investment for trust funds. The 
difficulty we are encountering now by reason 
of the real estate situation is only tempo- 
rary, and there is no reason to lose faith in 
this class of investments. Undoubtedly mort- 
gages will always play their proper part in 
investments for trust funds, and there woul: 
seem to be no reason why well-seasoned bonds 
of the best type should not be used in such 
trust funds for the purpose of investment and 
diversification.” 


RESPONSIBILITY OF BANK DIRECTORS 

Secretary William D. Gordon of the Penn- 
sylvania state banking department sets 
forth his conception of the type and duties 
of directors of banks and trust companies, 
as follows: “When the stockholders elect to 
directorships only men who are versed in 
finance will we successfully eradicate condi- 
tions which crept into the banking situation 
during the past few years. Boards of direc- 
tors, in turn, should require internal audits 
to check up the policies being pursued by the 
officers whom they have elected. They should 
not assume a laissez faire attitude and leave 
such matters entirely to the state or federal 
authorities. After all the governmental au- 
thorities are supervisory only and have no 
managerial authority. Therefore, it behooves 
the management to take account of stock at 
given intervals to satisfy itself, its board of 
directors, and its stockholders, that every- 
thing is being done along sound and conserva- 
tive lines.” 


Beginning July 1, 19382 a ruling of the 
Philadelphia Clearing House Association be- 
came operative with members providing that 
deposit accounts subject to check will not 
draw interest unless average monthly bal- 
ance is $500 or over. 

IF. Travis Coxe, assistant secretary of the 
Fidelity-Philadelphia Trust Company and 
manager of the Safe deposit department, has 
been elected secretary and treasurer of the 
National Safe Deposits Association. 

The honorary degree of Doctor of Laws 
was awarded William P. Gest, chairman of 
the board of the Fidelity-Philadelphia Trust 
Company, by the University of Pennsylvania 
at the recent annual commencement and 
bringing to a close the 192d academic year. 





CONDITION OF PHILADELPHIA TRUST COMPANIES 


Surplus and 


Undivided Profits Deposits Par 

Capital June 30, 1932 June 30, 1932 Value’ Bid Asked 
Fidelity-Philadelphia Trust Co .. . 86,700,000 $22,391,196 $77,260,957 100 = 300 315 
Frankford Trust Co 500,000 1,874,694 6,541,314 10 19 24 
Germantown Trust 1,400,000 4,243,547 14,104,950 10 18 21 
Girard Trust Co... 4,000,000 16,875,091 80,544,920 10 69 ia 
Industrial Trust Co aks 882,250 3,246,655 10,500,305 10 91% 11% 
OS i re 2,987,920 12,349,542 42,916,766 10 714 814 
Kensington-Security Bank & Trust 1,300,000 2,196,290 8,650,579 50 15 20 
Liberty Title and Trust........... 1,000,000 1,438,019 5,255,295 50 90 110 
Ninth Bank and Trust. 1,375,000 2,310,952 15,386,380 10 13 16 
North Philadelphia Trust. 500,000 1,380,076 4,830,265 50 55 70 
Northern Trust............ 500,000 3,379,363 9,463,272 100-3315 335 
Penna. Co. for Insurances...... .. 8,400,000 28,118,351 184,535,023 10 31% 321% 
Deownment Trust... ..6.-cccccccscsevease Gree 17,249,440 28,035,207 100 310 330 
Real Estate Land Title and Trust. ... 7.500,000 13,732,507 31,168,367 10 10 11 
eS a 3,090,000 2,218,480 6,529,471 100 73 78 


Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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Boston 


Special Correspondence 


LEGISLATION AFFECTING BANKING AND 
TRUST BUSINESS 


Affirmative legislation enacted at the last 
session of the Massachusetts General Assem- 
bly was largely such as dealt with situa- 
tions arising from business depression and 
banking difficulties. Chapter 245 deals with 
withdrawals of deposits from savings depart- 
ments of trust companies and savings banks, 
making more clear the law with respect to 
giving notice in advance before withdrawals 
can be made. Chapter 220 regulates the 
amount which a savings bank might deposit 
with a national bank or trust company. 
Chapter 217 authorizes savings banks and 
savings departments of trust companies to 
grant loans on proof of claim of depositors 
in closed savings banks and savings depart- 
ments of trust companies. There was also 
a bill authorizing the Bank Commissioner in 
possession of a closed bank to borrow from 
the Reconstruction Finance Corporation. 

Although a crop of bills were introduced 
aimed at trust companies, seeking to prohibit 
them from soliciting or advertising for trust 
business and in other ways designed to limit 
their activities, none of these measures was 
passed. Various bills with respect to unau- 
thorized practice of the law were given con- 
siderable attention and worked into one bill 
which passed the House but was rejected by 
the Senate. 

There was an attempt on the part of the 
Tax Commissioner to change the Bank Tax. 
Unquestionably, as a result of the decision 
of the Supreme Court of the United States 
with respect to the California bank tax, this 
question will be brought up again in the 
next legislature. At the last session it was 
regarded as unwise to tamper with tax mat- 
ter and only a few changes of minor impor- 
tance were adopted. One of those changes 
was an attempt to enable Massachusetts to 
reach with respect to non-resident estates a 
proportionate part of the SO per cent credit 
against United States Estate taxes equal to 
that portion of the entire estate which was 
located within and subject to taxation within 
Massachusetts. Another was an amendment 
to the Income tax law requiring trustees in 
Massachusetts, who are not subject to the 
Massachusetts income tax by reason of the 
changes which were adopted last year but 
who pay income to Massachusetts residents, 
which residents are liable to income tax 
thereon, to report such payments. 
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FIRST NATIONAL OF BOSTON 

Reflecting to some degree the transfer of 
assets and deposit liabilities of the Atlantic 
National Bank the June 30th financial state- 
ment of the First National Bank of Boston 
shows an increase of over $27,000,000 in re- 
sources aS compared with the statement at 
the beginning of the current year. The re- 
port shows aggregate resources of $630,941,- 
119 and gives renewed importance to the 
First National as New England’s strongest 
and largest bank. The liquid position of the 
bank is evidenced by cash and readily avail- 
able resources of $285,394,346 including cash 
and due from banks of $153,508,069; U. S. 
Government securities of $73,783,376; state 
and municipal securities, $15,576,909 ; accept- 
ances of other banks, $17,985,410, and col- 
lateral demand loans to banks and brokers, 
$24,540,579. Loans, discounts and_ invest- 
ments total $318,072,187. Deposits aggre- 


$44,500,000; surplus and profits, $28,615,017 
and reserves of $12,044,837. The figures of 
the Old Colony Trust Company and the First 
National Old Colony Corporation, both of 
which are beneficially owned by the stock- 
holders of the First National of Boston, are 
not included in the above statement. 
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CORPORATE CHANGES IN FIRST NA- 
TIONAL OLD COLONY CORPORATION 

Primarily for the purpose of convenience 
of operation and to simplify the corporate 
name, several changes have been made in 
the corporation organization of the First Na- 
tional Old Colony Corporation, which was 
formed in December, 1929, as the security 
affiliate of the First National Bank of Bos- 
ton. Hereafter the principal New England 
business of the First National Old Colony 
Corporation will be conducted under the 
name of the First of Boston Corporation of 
Massachusetts with offices in Boston, Provi- 
dence, Worcester, Springfield and Rutland. 
The business of the First National Old Col- 
ony Corporation in all other states, con- 
ducted through twenty-two offices in the prin- 
cipal cities of the United States and through 
representatives in England, France, Germany 
and Argentina, will be conducted by the First 
of Boston Corporation. The changes imply 
no departure from previous policy, personnel 
or of location or number of offices. 

Colonel Allan M. Pope will be chairman of 
the board of the First of Boston Corporation 
of Massachusetts and president of the First 
of Boston Corporation. Edwin R. Marshall 
will be president of the former corporation 
and senior vice-president of the latter. All of 
the present officers of the First National Old 
Colony Corporation will continue their duties 
under similar titles in one or the other of the 
new corporations. 

The First National Old Colony Corpora- 
tion was the successor to the First National 
Corporation of Boston, established in 1918, 
and of the Old Colony Corporation formed in 
1926, being formed when the First National 
Bank of Boston and the Old Colony ‘Trust 
Company were merged. 


STATE STREET TRUST COMPANY OF 
BOSTON 


Trust department assets of $113,114,000 
are shown in the June 30th report of the 
State Street Trust Company of Boston of 
which $56,802,000 consists of executor and 
trustee accounts and $56,312,000 held as agent 
and attorney. This represents a substantial 
increase during the first half of the current 
year. Banking resources amount to $62,393,- 
090 with cash, U. S. Government and other 
readily marketable securities and demand 
as well as loans eligible for rediscount 
amounting to $34,651,585. Deposits aggre- 
gate $53,789,097. Capital is $3,000,000; sur- 
plus and reserves $3,744,877 with reserves of 
$580,471. 


SPRINGFIELD SAFE DEPOSIT AND TRUST 
COMPANY 

Close to fifty millions in trust department 
resources is shown in the June 30th finan- 
cial statement of the Springfield Safe De- 
posit & Trust Company of Springfield, Mass. 
This total reflects a steady growth in fidu- 
ciary business, unaffected by general finan- 
cial depression. Janking resources of the 
company amount to $13,804,805 including 
eash and quick assets of $7,187,154. Capital 
stock is $1,000,000; surplus and undivided 
profits, $1,625,000, with reserve for contin- 
gencies of $127,571. Edward Kronvall, who 
has had many years of practical experience 
in trust work, is president of the company 
and Harry L. Bradley, executive vice-presi- 
dent. A handsome new and exclusive bank 
building is under construction for the Spring- 
field Safe Deposit & Trust Company. 


The First National Bank of New Bedford, 
Mass., recently celebrated its 100th anniver- 
sary, having received its original charter 
July 4, 1832. 

Elmer F. Seabury of the Industrial Trust 
Company of Providence has been elected 
president of the Rhode Island Bankers Asso- 
ciation. 
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JOHN HANCOCK APPOINTMENTS 

A number of appointments to official and 
agency positions have been announced by the 
John Hancock Mutual Life Insurance Com- 
pany of Boston. Associate Actuary Earl M. 
Thomas has been named by the president to 
assist in the general control and direction of 
general agency work. He has been 
ciated with the company in the home office 
for twenty-one years and has a fine back- 
ground of scientific attainment. Henry G. 
Schafer, who has been office manager at 
St. Louis general agency for the past year, 
has been appointed general agency super- 
visor at the home office in association with 
Mr. Thomas. Dan W. Flickinger of Indiana 
has become general agent for the company at 
Indianapolis, succeeding his father, the late 
Elmer E. Flickinger. Guy L. Foster has suc- 
ceeded the late Charles E. Merritt as general 
agency at Manchester, N. H. 


asso- 


F. W. Marsh, a founder and for many 
years president of the Bridgeport ‘Trust Com- 
pany of Bridgeport, Conn., died recently at 
the age of 85. Three years ago the Bridge- 
port Trust Company was merged with the 
City National Bank of Bridgeport. 
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EXCELLENT STATE BY THE NATIONAL 
SHAWMUT BANK 

The management of the National Shawmut 
Bank of Boston may take pride in their June 
30th financial statement which shows aggre-, 
gate resources of $186,361,740. Cash and 
readily available assets amount to $90,232,185 
including cash on hand and in banks, U. S. 
Government and short term municipals, ac-- 
ceptances of other banks, demand loans to 
brokers, commercial paper and loans eligible 
for rediscount. Besides there are demand 
loans of $11,315,000 with other loans, dis- 
counts and investments of $67,836,000. Capi- 
tal is $20,000,000; surplus and undivided 
profits $11,910, reserves $1,687,000. Deposits 
total $142,848,000. 


Robert D. Goddard, vice-president of the 
sridgeport City Trust Company has been 
elected president of the Connecticut Bankers 
Association. 


A. C. Ratechesky, chairman of the board 
of the United States Trust Company of Bos- 
ton, Mass., has resigned his post as Ameri- 
can Minister to Czechoslovakia. 
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Capital 


Banca Commerciale Italiana $750,000 
Boston Safe Deposit and Trust Co........ 2,000,000 
Oe ere er 2,500,000 
Fiduciary Trust Co 500,000 
Harris Forbes Trust Co 5 
Kidder Peabody Trust Co 

New England Trust Co 

Old Colony Trust Co 

State Street Trust Co 


United States Trust Co . 1.400,000 


Undivided Profits 


Assets 
Trust Dept. 
June 30, 1932 


Surplus and 
Deposits 
June 30, 1932 
$710,777.09 
23,296,996.00 
6,408,349.11 
397,517.83 
2,621,629.10 
1,996,332.36 
25,401,441.16 
4,429,973.85 
53,700,420.13 
9,029,202.66 


June 30, 1932 
$383,902.45 
3,843,727.10 

293,243.36 
554,477.35 
158,705.19 
211,013.25 
2,868,782.31 
5,100,321.98 
3,744,377.13 
1,420,909.50 


$234,905,644.12 
4,869,172.76 
3,243,356.21 
8,699,199.95 
12,501,785.90 
126,453,275.77 
314,769,324.25 
56,802,208.97 
11,875,681.44 
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Chicago 


Special Correspondence 


CONFIDENCE RESTORED IN CHICAGO 
BANKING SITUATION 

The recent recurrence of an epidemic of 
failures among the smaller and _ outlying 
banks of Chicago has served to clarify the 
local situation and has brought to the people 
of this city a more sobering sense of reali- 
ties and of renewed faith. This latest ex- 
perience, resulting in nearly forty casualties 
during June, has brought home forcibly to 
depositors of closed institutions the folly of 
yielding to unreasoning fright and of giving 
heed to exaggerated report and professional 
propaganda. Most important is the fact that 
when this stampede communicated itself to 
some of the largest and strong banks in the 
Loop district, it revealed as never before the 
impregnable position of Chicago’s old estab- 
lished and conservatively conducted banking 
institutions. A most salutary lesson was 
taught by the promptness with which as- 
surances of abundant cash and available re- 
sources to meet all demands was forthcoming 
from Loop banks which were subjected to 
deposit withdrawals. 

It is significant of the underlying and 
dominant strength of the local banking sit- 
uation that the combined published reports 
of the national and state banks of this city, 
as of June 30th, reveals a stronger ratio of 
eash and cash assets despite the decline in 
deposits. Deposits of all banks totaled 
$1,627,.273,000 on June 30th, as compared with 
$1.789.708,000 on March 30th last. Savings 
deposits dropped from $379,360,000 to $285,- 
491,000 during this second quarter, evidenc- 
ing the trying conditions with which the 
banks of this city have been confronted. 
Nevertheless total cash resources have been 
increased from $421,930,000 on March 30th 
to $476,386,000 on June 30th. Loans and 
discounts decreased slightly from $1,066,002,- 
000 to $995,241,000, showing that the banks 
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have not pursued a ruthless course of calling 
loans or embarrassing borrowers. 

Various. causes are given for the latest 
crop of failures in this city. They were in 
fact cumulative in character and more or 
less symptomatic of general banking and busi- 
ness conditions throughout the country. Of 
course, at the bottom of the last and previ- 
ous epidemic of local bank failures, may be 
traced the evils of too many banks, the ease 
with which incompetent and even unserupu- 
lous men acquired the pseudo title of bank- 
ers and the wanton diversion of the people’s 
funds into real estate speculation, Although 
there were hopes that the numerous failures 
of the past year or two had fairly swept 
the field clear of these ill-managed and feeble 
institutions, a variety of developments kept 
the public mind in ferment. 

Earlier in the present year when it ap- 
peared that the banking situation was well 
in hand the feeling of distrust was again 
stimulated by the failure of the twelve Bain 
banks, resulting in unsavory disclosures. In 
May a large bank located in Chicago’s north- 
west side foreign colony was closed. Soon 
after a Loop bank went out of business be- 
cause of loss of deposits. Thereupon came 
the Insull crash, several more spectacular 
failures, defalcations and other developments 
which brought matters to a climax in June. 
As evidence of the drain upon deposits the 
banks involved in the June crop of failures 
had deposits of $99,723,000 in June, 1929 and 
= the time of closure reported deposits of 

$17,729,000. 

James R, Leavell, president of the Con- 
tinental Illinois Bank & Trust Company of 
Chicago has been elected a trustee of the 
Northwestern University. 

General Charles G. Dawes was recently 
elected chairman of the board and a member 
of the Central Republic Bank & Trust Com- 
pany of Chicago, following upon his retire- 
ment as head of the Reconstruction Finance 
Corporation. 


ERO cats 


FOOT RR 
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CENTRAL REPUBLIC BANK & TRUST CO. 
IN IMPREGNABLE POSITION 

A development of major importance in 
stopping the recent epidemic of bank fail- 
ures in the Chicago territory and discourag- 
ing withdrawal of deposits was the coura- 
geous action of the Central Republic Bank & 
Trust Company in negotiating which 
enabled the management to make the an- 
nouncement, through Chairman Charles G. 
Dawes, that sufficient cash was available to 
cover 100 per cent of all deposit demands. 
As stated by Chairman Dawes, these loans 
were negotiated for current requirements and 
not for the purpose of liquidation. This 
policy of making ample cash funds available 
imparted a large measure of confidence to 
the entire banking situation in this city. 

The strong position of the Central Repub- 
lic Bank & Trust Company is evidenced by 
the June 30th financial statement. This 
shows aggregate resources of $198,547,204 in- 
eluding cash and due from banks of $438,949.,- 
673: United States Government securities, 
$15,092,862: state, county and municipal se- 
curities, $4,706,287: other bonds and securi- 
ties, $18,979,130: loans and discounts, $100,- 
941,478. Deposits total $112,308,320. Capi- 
tal is $14,000,000; surplus, $10,000,000; un- 
divided profits, $2,817,003: contingent re- 
serve, $1,317,003. 


loans 


DEPOSIT GAINS BY HARRIS TRUST 
& SAVINGS BANK 

An increase of nearly ten millions in de- 
posit during the second quarter of the cur- 
rent year is shown in the June 30th state- 
ment of the Harris Trust & Savings Bank, 
bringing total from $85,900,000 to $95,431,167. 
Resources during the same period increased 
from $103,433,756 to $111,915,626, embracing 
eash on hand, in Federal Reserve and due 
from other banks, $32.756.946; U. S. Govern- 
ment securities, $23.691.927: state and mu- 
nicipal securities $10,072,379: demand loans 
$8,115,220: time loans and bills discounted 
$32,220,745. Capital is $6,000.000 and sur- 
plus $6,000,000 with undivided profits of 
$1,565,136. 


The Chicago City Bank & Trust Company 
recently celebrated the thirty-ninth year of 
its founding. Frank C. Rathje is president. 

The Northern Trust Company of Chicago 
recently increased the space devoted to its 
bond department and reserving the entire 
first floor for the savings department. 

The mail order houses of Chicago now sell 
goods by mail to twelve million families 
each year. The industry started in Chicago 
in 1872 with capital of only $2,400. 


DEPOSIT GAINS BY THE NORTHERN 
TRUST COMPANY 

An increase of $24,499,958 in deposits is re- 
ported by the Northern Trust Company of 
Chicago during the period from Mareh 30th 
to June 30th, bringing the total on the latter 
date to $109,551,286. Resources aggregate 
$127,815,444, including cash and due from 
banks of $34,388,133: demand loans secured 
by collateral, $8,834,159; time loans secured 
by collateral, $10,116,976; other loans and 
discounts, $15,845,815; U. S. bonds and cer- 
tificates, $35,598,073 ; other bonds and securi- 
ities, $20,284,564. Capital is $3,000,000; sur- 
plus fund, $6,000,000 and undivided profits, 
$2,145,285. The Northern Trust Company 
recently declared its regular quarterly divi- 
dend of $4.50 per share. 

Fred W. Mathison, assistant vice-president 
of the Security Bank of Chicago, has been 
elected president of the Chicago Financial 
Advertisers. Samuel Witting, second vice- 
president of the Continental Illinois Bank & - 
Trust Company, has been elected first vice- 
president and Guy W. Cooke, assistant cash- 
ier of the First National Bank, has been 
elected second vice-president. 

A recently filed inventory of the estate of 
the late Julius Rosenwald showed a total 
value of approximately $50,000,000. 


JAMES R, LEAVELL 


President, Continental Illinois Bank and Trust Company 
of Chicago, who has been elected a Trustee of Northwestern 
University 
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STRONG POSITION OF CONTINENTAL 
ILLINOIS BANK & TRUST COMPANY 
The strong and resourceful position main- 
tained by the Continental Illinois Bank & 
Trust Company of Chicago is reflected in 
the June 30th financial statement which 
shows combined resources of $808,605,203. 
Of this total there is the sum of $144,383,598 
cash and due from banks with United States 
Government securities of $83,691,446; other 
bonds and securities, $73,844,185 ; loans $436,- 
074,113 of which $171,620,869 consist of de- 
mand loans. Other items are: stock in Fed- 
eral Reserve Bank, $4,200,000; customers’ 
liability under letters of credit, $19,578,988 
and on acceptances, $23,618,598, with other 
banks’ liability on bills purchased $5,937,798. 
The capital of the Continental Illinois 
Bank & Trust Company stands at $75,000,000, 
with surplus of $65,000,000 and undivided 
profits of $1,250,330. The June 30th state- 
ment shows reserve for contingencies amount- 
ing to $5,500,000; reserve for dividend which 
was payable July 1st of $2,250,000 and re- 
serve of $9,555,231 for taxes and interest. De- 
posits aggregate $599,008,621 of which $399,- 

301,129 represent demand deposits. 


ILLINOIS’ FAVORITE SON 

One of the most notable personal tributes 
ever paid to an American banker was that 
tendered to President Melvin A. Traylor of 
the First National Bank of Chicago when 
his name was proposed for nomination as 
President of the United States at the Demo- 
cratic National Convention in Chicago. It is 
well known that Mr. Traylor never sought 
the nomination and expressed himself re- 
peatedly as having no political aspirations 
and being content to devote his energies to 
the banking profession. However, his warm 
friends from his native state of Kentucky 
and from Texas where he began his business 
and banking career, would not be gainsaid 


Capital 


Boulevard Bridge Bank 
Central Republic Bank & Trust Co... .14,000,000 
*Continental Illinois Bank & Trust Co.75,000,000 
Drovers Trust 350,000 
First Union Trust & First National... .25,000,000 
Harris Trust 

Mercantile Trust 
Northern Trust 

Peoples Trust & Savings 
West Side Trust 
Woodlawn Trust 


*Includes securities affiliate. 


3,000,000 
2,500,000 
1,000,000 

600,000 
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and insisted upon proposing his name at the 
convention. The eulogy upon his life from 
a barefooted farmer’s boy in a remote region 
of Kentucky mountains, and step by step to 
the presidency of one of the largest banks 
in the country and never losing touch with 
his fellow men, brought a demonstration on 
the floor of the convention hall which at one 
stage appeared to turn the tide to Illinois’s 
favorite son. 


The Prudential Insurance Company of 
America has issued a group life insurance 
policy covering 106 employees of the Peoples 
Bank & Trust Company of Passaic, N. J., 
granting $1,000 to each worker without any 
cost to them. 

The Hamilton National Bank of Chatta- 
nooga, Tenn., reports resources of $23,808,- 
751; deposits, $18,155,311; capital, $2,000,000 ; 
surplus and undivided profits, $1,287,617. 

Harry S. Covington, executive vice-presi- 
dent of the Guardian National Bank of Com- 
merce, Detroit, has been elected president 
of the Association of Reserve City Bankers. 

The Agricultural National Bank of Pitts- 
field, Mass., reports trust assets of $14,907,- 
000; banking resources $11,491,890; capital 
$900,000; surplus and undivided profits $1,- 
641,738. 

The Midland National Bank & Trust Com- 
pany of Minneapolis reports banking re- 
sources of $14,366,000; deposits $12,220,000 ; 
capital, surplus and undivided profits $1,634,- 
000. 

The New 
necticut reports 
capital, surplus 
493,368. F. G. 
trust officer. 

Advertisements submitted by the Harris 
Trust & Savings Bank and the Northern 
Trust Company were awarded the prizes at 
a recent contest conducted by the Chicago 
Advertising Council. 


sritain Trust Company of Con- 
of $5,600,000 with 
profits $1,- 
and 


assets 
and undivided 
Vibberts is president 
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Surplus and 
Undivided Profi s 
Mar. 31, 1932 


Deposits Book 
Mar. 31, 1932 Value Bid Asked 
$10,716,993 207 80 100 
160,198,332 221 58 60 
662,254,648 194 ae 79 
6,097,352 335 175 200 
597,639,126 290 151 154 
85,900,074 227 225 235 
8,693.440 174 80 90 
85,131,198 368 260 270 
22,600,540 162 45 50 
8,804,445 146 75 85 
4,170,665 170 75 85 


$514,166 
12,023,590 
70,660,333 
829,840 
43,492,443 
7,625,579 
450,312 
8,061,883 
1,550,713 
469,398 
225,000 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 


MISSOURI AND FEDERAL ESTATE TAXES 
In response to an inquiry the Attorney 
General of Missouri has given an opinion to 
the effect that the Missouri estate tax does 
not apply to the additional Federal Estate 
tax embodied in the Federal Revenue Act 
of 1932. The opinion reads as_ follows: 
“You inquire whether the Missouri Estate 
Tax, imposed by Section 573 of the Revised 
Statutes of Missouri, 1929, will be applied 
against the additional Federal Estate Tax 
created by the Revenue Act of 1932. 

“By the Revenue Act of 1932 there is im- 
posed an estate tax which is in addition to 
the estate tax imposed by Section 301 (a) 
of the Revenue Act of 1926 (see Section 401 
(a) of the Revenue Act of 19382). However, 
Section 402 of the Revenue Act of 1932 pro- 
vides in part as follows: 

“(a) The credit provided in Section 301 
(c) of the Revenue Act of 1926, as amended 
(SO per centum credit), shall not be allowed 
in respect of such additional tax.” 

“The original purpose and intent of the 
Missouri Estate Tax Statute was to take up 
the ‘slack’ allowed by the Revenue Act of 
1926 in providing for a credit against the 
tax (up to 80 per cent) of the tax paid to any 
state as inheritance or estate tax. It was not 
the purpose of the framers of the Missouri 
Estate Tax Statute nor of the Legislature 
to impose an additional tax or create an ad- 
ditional burden on the taxpayer. As stated, 
the only object was to take advantage of the 
provisions of the Federal Revenue Act of 
1926. 

“To apply Section 573 of the Missouri 
Statutes to the additional estate tax imposed 
by the Federal Revenue Act of 1932 would 
be to impose upon a taxpayer an additional 
burden and one not contemplated nor intend- 
ed by the lawmakers. It is our opinion, 
therefore. that in view of the history and 
purpose of the Missouri Estate Tax Statute 
(although perhaps not expressed in so many 
words) this statute should not be applied 
as against the tax created by the Federal 
Revenue Act of 1932.” 


August A. Busch, president of Anheuser- 
3usech, Ine., has been elected chairman of 
the board of the Lafayette-South Side Bank 
and Trust Company of St. Louis. Mr. Busch 
was the first president of the Lafayette- 
South Side Bank in 1916 when it was or- 
ganized through consolidation of the Lafay- 
ette Bank with the South Side Bank. 
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“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 





St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated with First National Bank 














MERCANTILE-COMMERCE BANK AND 
TRUST COMPANY 


The management of the Mercantile-Com- 
merce Bank and Trust Company of St. Louis 
is committed to the progressive policy of do- 
ing its share to lift depression and stimulate 
business by aiding its customers and deposi- 
tors, both corporate and individual, in the 
solution of their respective problems. Presi- 
dent Lonsdale believes that this is not a time 
that really calls for a Moses to lead the 
country out of economic wilderness, but one 
that calls for individual initiative and that 
is through the cumulative courage and enter- 
prise of small as well as large units that 
the way will be opened to tangible improve- 
ment. 


The Mercantile-Commerce has held itself 
in a financial position to meet legitimate re- 
quirements of its following. The June 30th 
statement shows aggregate resources of $110,- 
890,083. This includes cash and due from 
banks amounting to $21,650,116; U. S. Gov- 
ernment securities $49,890,648. Other bonds 
and securities together with demand and 
time loans total $52,209,773. Deposits total 
$93,865,999. Capital is $10,000,000; surplus 
$5,000,000 and undivided profits $1,061,796. 
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THE NECESSITY OF CREDIT DATA 

Discussing the necessity of maintaining < 
high ratio of liquidity in negotiating loans 
and notes, William McChesney Martin, gov- 
ernor of the Federal Reserve Bank of St. 
Louis, says: “A bank cannot eall itself 
liquid when its notes, even though good, are 
in such condition on account of lack of nec- 
essary credit data that it cannot use them 
for borrowing purposes in an emergency. Dur- 
ing the swirl and rush of a run is no time 
to try to do things that should have been 
done months before. 

“Because the note is a small note 
reason why these things should be neglected. 
There was a time when probably a correspon- 
dent bank would say, ‘These are all small 
notes under $500 and the chances are that 
nine out of ten of them will be collected.’ 
That time seems to have passed and while 
it is some protection not to have all eggs 
in the same basket, at the same time if all 
of the baskets are a little weak, there may 
not be enough eggs left to make an omelet. 

“The experience of the Federal Reserve 
Bank of St. Louis has shown, when a bank 
has failed, that of the notes of $500 and 
less the greatest number we have been able 


is no 


to collect has been 65 per cent, and these 
notes, taken largely on banker’s estimates, 


seemed to be good notes when accepted, Oth- 
er small notes have been returned because the 
banker’s estimate hardly indicated a chance 
of payment. Had the small notes been taken 
indiscriminately without any investigation, 
the percentage of loss would have been much 


greater. It is the bank’s duty to minimize 
to the fullest this element of risk, and to 


have its bill case in such shape as to prevent 
its use in the face of an emergency is cer- 
tainly not minimizing the risk.” 
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MISSISSIPPI VALLEY TRUST COMPANY 

The Mississippi Valley Bank and Trust 
Company of St. Louis maintains a position 
of strength and resourcefulness. The June 
30th statement shows total resources of $70,- 
228,841, including cash and due from deposi- 
tories $10,905,389; U. S. Government securi- 
ties $14,852,184: bonds and other securities 
$9,632,310; loans and discounts $32,258,334. 
Deposits amount to $60,551,714. Capital $6,- 
000,000 ; surplus and undivided profits $3,241,- 
695. The statement shows that the company 
has no rediscounts or bills payable to the 
Federal Reserve Bank. 





Plans are in progress for consolidation of 
the Guaranty Bank and Trust Company of 
St. Louis with the Plaza National Bank, 
having combined resources of $3,500,000. F. 
R. von Windegger will head the consolidat- 
ed institution. 


The clearing house banks and trust com- 
panies of St. Louis have withdrawn their 
respective stocks from listing on the St. Louis 
Stock Exchange owing to the fact that un- 
der present conditions the quoted value of 
securities has little or no relation to intrin- 
sie values. 


The First National Bank of Kansas City, 
Mo., reports resources of $68,259,547 and de- 
posits of $61,959,122. Capital is $2,000,000 ; 
surplus $1,000,000 and undivided profits $2,- 
508,747. 


The St. Louis Union Trust Company is 
conducting an exceptionally effective cam- 
paign of advertising featuring the various 
advantages of trust service. Text matter is 
synchronized with attractive illustrations. 








Lafayette-South Side Bank & Trust Co............ 
Mercantile-Commerce Bank & Trust Co............ 
Missiesinnt Valley ‘Trust Co. ... 0.0600 ccccccccccce 


St. Louis Union Trust Co.... 
*Accepts no deposits. 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
American Security & Trust Co......... $3,400,000 
I NE silo cadence wo 6.0 aweea 2,000,000 
National Savings & Trust Co......... 1,000,000 
RE NN Gok cc ceaaeseedesios 2,000,000 
Washington Loan & Trust Co........ 1,000,000 


Figures furnished by The Washington Loan & Trust Co, 


CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and 


Capital Undivided Profits, Deposits, 
June 30, 1932 June 30, 1932 
. . $2,150,000 $1,730,181 $19.010,363 
. 10,000,000 6,061,796 93,871,650 
. 6,000,000 3,241,695 60,551,714 
. 5,000,000 Oe —*é«C win Siw’ * 


Surplus and 


Undivided 
Profits, Deposits, 
June 30,1932 June 30, 1932 Par’ Bid Asked 
$4,181,071.29 $29,834,758.39 100 299 315 
1,564, 753.86 4,313,761.65 100 100 160 
2,955,602.30 13,219,529.18 100 375 400 
1,173,012.40 9,037,719.47 100 191 200 
2,563,010.30 16,079,233.82 100 400 440 
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Cleveland 


Special Correspondence 


STATUS OF TRUST FUNDS IN CLOSED 
BANKS 

Notwithstanding the recent decision of the 
Supreme Court of Ohio to the effect that un- 
invested or undistributed funds of trust de- 
partments, when deposited in commercial or 
savings department of a closed bank, are gen- 
eral claims upon liquidation, considerable 
doubt exists as to amount of trust funds 
which will fall within the scope of this de- 
cision. The point is of special interest be- 
cause Ohio has been ¢lassed among the 
states which have shown no trust 
or estate funds held by trust companies or 
banks by reason of failure or otherwise, aside 
from unavoidable market depreciation of 
trust assets. As regards segregated and in- 
vested trust department assets there appears 
little doubt that trust administration in Ohio 
will maintain the fine previous 
years. 

Estimates vary from five to ten million as 
to the amount of uninvested or undistributed 
trust funds held by closed banks in this state 
and carried on deposit in their commercial 
and savings departments, as they were au- 
thorized to do under provisions of the state 


loss to 


record of 


law governing trust funds. The state bank- 
ing department finds that numerous claims 


based upon deposits in so-called uninvested 
trust funds in closed banks, will by reason 
of their nature be entitled to preference re- 
gardless of the recent decision of the Su- 
preme Court. The question of special depos- 
its is now in liquidation. Should it be ulti- 
mately decided that this class of claims in 
a closed bank is entitled to a preference it 
is anticipated that there will be paid a con- 
siderable sum of money on these claims as 
preferred. In view of the long line of ju- 
dicial precedents giving trust funds a_ pre- 
ferred status it is very likely that ruling in 
this state will be favorable to trust claims. 


LARGE NUMBER OF BANK REOPENINGS 
AND RESTORATIONS 

The fact that many communities in Ohio 
are realizing the folly of having assailed 
their well managed banks with unreasonable 
withdrawals and forced suspension, is evi- 
denced ‘by the large number of closed banks 
which have re-opened for business and the 
negotiations which are either in train or 
being perfected to restore such institutions. 
In most cases such re-openings and reorgan- 
izations have involved new capital which 
has been readily forthcoming. Depositors 


and others have also shown a commendable 
willingness to agree to deferred payments on 
their claims. 

The city of Toledo, which was probably 
hardest hit during the height of the open 
season of bank runs, is typical of the move- 
ment to restore banks subjected to unwar- 
ranted tests. All but one trust company rode 
through the storm. The latest financial re- 
ports show that the re-opened banks and 
trust companies have scored a gain of over 
$5,000,000 in deposits during the quarter 
ended June 30th. 

Among latest announcements of the re- 
opening of Ohio ‘banks or of negotiations 
which promise early restoration may be men- 
tioned the following: City Trust & Savings 
Bank of Youngstown, Glouster State Bank, 
Union Savings Bank & Trust Company of 
Steubenville, Ohio Merchants Trust Company 
of Massillon, Niles Trust Company, City 
Savings Bank & Trust Company of Alliance, 
Cummings Trust Company of Carrolltown, 
Farmers Savings & Trust Company of Mans- , 
field, and First National Bank of Geneva. 


EXCELLENT STATEMENT BY GUARDIAN 
TRUST COMPANY OF CLEVELAND 
During the period when the general trend 
of bank deposits has been downward and 
when capital accounts have reflected con- 
tinued deflation, the Guardian Trust Com- 
pany of Cleveland has maintained its po- 
sition and shown actual increase in earning 
The June statement of this com- 
favorably with the 





capacity. 


pany compares most 
Mareh 30th returns. The latest summary 
shows combined resources of $151.312,741, 


representing an increase over the previous 
report. Deposits of $110,535,189 are but 
slightly below those of March 380th. Surplus 
and undivided profits of $10,145,482 repre- 
sent a substantial increase over March 39th 
and over the figures at the beginning of the 
year. Capital remains at $7,000,000. 

The wise policies which govern the Guar- 
dian Trust Company are confirmed by the 
schedule of resources including cash on hand 
and in banks of $15,134,625: United States 
bonds $13,071,481: other bonds and _ securi- 
ties $18,982,004; loans and discounts $90,- 
841,804; acceptances and letters of credit 
$3,408,069. 


George A. Coulton, vice-chairman of the 
Union Trust Company of Cleveland has been 
elected chairman of the council of admin- 
istration of the Ohio Bankers Association. 

The Second National Bank of Cincinnati 
reports assets of $12,283,000 and deposits 
$9,139,000. 
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JOSEPH R. KRAUS ASSUMES CHAIRMAN- 
SHIP OF UNION TRUST COMPANY 
Joseph R. Kraus, vice-chairman of the 
board of the Union Trust Company of Cleve- 
land, who recently succeeded J. R. Nutt, re- 
signed, as chairman of the board, has de- 
voted his entire business life to banking, ris- 
ing from office boy to his present responsible 
office. He is the logical successor to Mr. 
Nutt because of his active association and 
ability in helping to build the Union Trust 
Company into one of the strongest and most 
successful banking institutions in the United 
States. He not only the talents 
required for his office but also those quali- 
ties of personality that impart a true spirit 

of humanity and wins loyal friendships. 


possesses 


Mr. Kraus started his career with the pri- 
vate banking and brokerage firm of Crumb 
& Baslington in Cleveland and was afterward 
successively connected with the Ohio Nation- 
al Bank, the State National Bank and the 
American Exchange National Bank. In 1900 
Mr. Kraus organized the Bankers National 
Bank, becoming its cashier. Three years 
later he effected a consolidation of this bank 
and the Euclid Park National Bank, becom- 
ing vice-president. Later he formed a con- 
solidation with the First National Bank, un- 
der the charter of the latter institution, 
again being vice-president. 


JOSEPH R. Kraus 


Who has been advanced from Vice-chairman to Chairman 
of the Board of the Union Trust Company of Cleveland, 
succeeding J. R. Nutt 


COMPANIES 


When the Citizens Savings & Trust Com- 
pany, the Union Commerce National Bank, 
the First National Bank, the First Trust & 
Savings Company, the Broadway Savings & 
Trust Company and the Woodland Avenue 
Savings Bank were consolidated in 1920 as 
the Union Trust Compapny, with a eapital 
of $22,500,000 and surplus of $11,250,000, Mr. 
Kraus was made vice-president and executive 
manager. He became vice-chairman in 1930. 

During his banking career Mr. Kraus has 
been active in the American Bankers Asso- 
ciation and other banking organizations, Two 
years ago he was elected president of the 
Reserve City Bankers Association of Amer- 
ica. He is a member of the Cleveland Cham- 
ber of Commerce, Rotary Club, Union, May- 
field, Pepper Pike and Mid-Day clubs and 
treasurer and director of the Children’s 
Fresh Air Camp and Hospital. Among his 


business connections he is vice-president and 
director of the Pittsburgh & West Virginia 
Railway Company, and a director in the Val- 
ley Mould & Iron Corporation, Thompson 
Products, Ine., Fremont Foundry and Gen- 
eral Tire & Rubber Company. 


PROGRESS OF THE CLEVELAND TRUST 
COMPANY 

Substantial gains during the first half of 
the year are shown in the June 30th financial 
statement of the Cleveland Trust Company. 
Resources are $291,297,012 as compared with 
$280,118,255 at the close of last year; de- 
posits amount to $248,941,501 against $245,- 
627,000, six months previous. Among re- 
sources are: cash on hand and in banks, 
$23,889,534 ; U. S. Government securities 
$23,697,958 ; state, municipal and other bonds 
and investments $25,976,655: loans, discounts 
and advances $202,680,793. Capital is $13,- 
800,000; surplus and undivided profits $11,- 
388,126. 


The Cleveland Trust Company has issued 
a booklet dealing with the new Revenue Law 
of 1932, prepared by M. R. Dickey, tax con- 
sultant of the company. 

The Ohio Supreme Court has ruled that 
drafts purchased on correspondent banks, 
but not paid before the selling bank was 
closed for liquidation, are preferred claims 
against assets of closed bank. 

The Ohio Supreme Court has ruled in case 
of Sherman etal, vs. Tax Commission of 
Ohio, that where property is transferred in 
trust with a life interest in the income from 
the trust reserved to the transferror, the 
transfer is subject to inheritance tax as a 
transfer to take effect in possession or en- 
joyment at or after death. 





TRUST 


Los Angeles 


Special Correspondence 


TRUST ADMINISTRATION DEMANDS 
GREATER VIGILANCE 

Timely suggestions were conveyed by John 
Veenhuyzen, vice-president of the Security- 
First National Bank of Los Angeles, in his 
address as chairman of the Trust Section of 
the California Bankers Association at the 
recent annual meeting. Mr. Veenhuyzen di- 
rected attention to the difficulties which be- 
set the administration of trusts and estates 
in times like the present with frequent prob 
lems as to retention of securities even where 
there are safeguarding clauses against lia- 
bility. He said in part: 

“Utmost vigilance, attention and exercise 
of careful judgment are not sufficient unless 
the trustee carefully preserves a record en- 
abling it to prove its deliberations and the 
exercise of judgment at the proper time. 
Trustees have all suffered decreased earnings. 
Inasmuch as the trustee’s compensation for 
its services is usually measured by the value 
of the trust assets, or the income therefrom, 
it is obvious that any reduction in these fac- 
tors would decrease the compensation of the 
trustee. Unfortunately we cannot find a 
compensating decrease in the cost of render- 
ing the services. In fact, it can be stated 
that some of the very factors causing the de- 
cline in values and earnings are responsible 
for a more intensive service to the trust at 
increasing costs. “or illustration of this, 
your attention has already been directed to 
the increased and costly care now being given 
to the management of investments. Serious 
consideration must be given to analysis of 
cost of performing trust services, not only 
that we may learn how to decrease these. 
but also to discover which kinds of fiduciary 
services have been accepted without sufficient 
compensation.” 


President J. F. Sartori of the Security- 
First National Bank of Los Angeles has an- 
nounced a new and more liberal plan for pur- 
chase of the bank’s stock by officers and em- 
ployees. 

John D. Davidson has joined the staff of 
the California Bank of Los Angeles and has 
been appointed escrow officer at the Beverly 
Hills office. 

Charles E. Quirollo 
trust officer of the 


appointed 
severly Hills branch of 
the Bank of America of California. 


has been 


The value of bank debits in Los Angeles 
during June registered a gain of 3.9 per cent 
over the preceding month. 


COMPANIES 
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LOS ANGELES AS THE SCENE OF THE 

FORTHCOMING A. B. A. CONVENTION 

The approaching annual convention of the 
American Bankers Association in Los An- 
geles will doubtless be one of the most im- 
portant in the history of that organization. 
There will be plenty of serious problems to 
deliberate upon and actions taken to mobilize 
the influence of the association toward con- 
structive progress in banking. The Los An- 
geles bankers, who will be hosts are deter- 
mined, however, that the bankers coming 
here from all over the United States shall 
not encounter an atmosphere of gloom, but 
meet with inspirational surroundings. 

J. B. Chaffey of the California Bank in 
extending an invitation to American bank- 
ers to attend the convention because of the 
numerous recreational and scenic attractions 
of Los Angeles and environs, emphasizes the 
low railroad and hotel rates which should 
bring the largest contingent ever present at 
any bankers’ convention on the Pacific Coast. 

W. R. Morehouse, vice-president of the Se- 
curity-First National Bank will be general 
manager in full charge of arrangements for 
the coming convention which will be held 
from October 3d to 8th. Mr. Morehouse has 
acted in this capacity with great credit for 
two other conventions and he promises that 
the 1932 convention will be a typical Cali- 
fornia convention. 


W. R. MOREHOUSE 
Vice-president, Security First National Bank of Los Angeles 
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San Francisco 


Special Correspondence 
ANOTHER TRIUMPH FOR THE RESTORED 
GIANNINI REGIME 

The response of loyalty and enthusiasm 
which attended the return of A. P. Giannini 
to the control and direction of the Bank of 
America of California has been manifested 
in a very tangible and impressive manner. It 
is to be found in the June 30th financial 
statement of the bank which reveals, during 
a period when bank deposits generally 
throughout the country, have declined, an 
increase of $51,600,000 in deposits since Mr. 
Giannini won the victory in a proxy contest 
and restored the Bank of America to Cali- 
fornia interests. This increase in deposits 
earries with it an enlistment of 150,000 new 
depositors. It is likewise of interest to note 
that since March 12th, when the Bank of 
America inaugurated an energetic business 
building campaign and statewide advertising 
for a return to prosperous times, de- 
posits have increased from $659,222,000 to 
$710,903,000. 

The banking genius of A. P. Giannini and 
the strong allegiance as well as abilities of 
likewise reflected in earn- 
ings of more than $2,800,000 for the period 
ending June 30th, of which $1,120,000 was 
utilized for depreciation on bank premises 
and fixtures. Undivided profits were in- 
creased to $6,259,048 and reserves for losses 
and contingencies brought to $11,183,467 by a 
transfer of $10,000,000 from surplus ac- 
count. It is expected that earnings of the 
present management for the last half of the 
year should be eyen larger under normal con- 
ditions. 


more 


his associates is 


An examination of the June 50th report 
that the Bank of America N. T. & 
has invested a total of $156,270.420 of 
its resources in United States Government 
securities thus ranking among the 
five largest banks of the nation in ratio of 
government bonds to deposits, amounting to 
22 per cent. In total amount of government 
securities held the Bank of America ranks 
fourth among the five major banks of the 
country. State, county and municipal bonds 
amount to 11 per cent of deposits and all 
other bonds three and a half per cent. Total 
cash, governments, municipals and _ other 
bonds and deposits with other banks, aggre- 
gates $333,395,915 as against total deposits 
of $710,903,S867, establishing a ratio of about 
47 per cent. 


shows 
S. A. 


second 


In commenting on the June 30th state- 
ment Chairman Giannini pays tribute to the 


loyal cooperation of the entire organization, 
stockholders and friends. While economies 
have been effected they have not been per- 
mitted to aggravate unemployment distress 
and it has been the policy to care for all 
legitimate credit requirements as well as to 
stimulate building of small homes by install- 
ment loans. Mr. Giannini emphasizes that 
it has been an old established policy to in- 
vest a very substantial portion of savings de- 
posits in installment first mortgage loans on 
improved California real estate. 


FINE STATEMENT OF CROCKER BANKS 

Among the banking institutions which have 
weathered the reverses of the first half of 
the current year without contraction, but on 
the contrary with increase in volume of busi- 
ness and substantial earnings are the Crocker 
First National Bank and the associated 
Crocker First Federal Trust Company of San 
Francisco. The June 30th combined state- 
ment shows combined resources of $130,307,- 
795 including cash and sight exchange, $21,- 
580,759; United States bonds and certificates, 
$20,668,951; other bonds and securities, $27,- 
$11,756; first mortgage loans on real estate, 
$17,060,300. Capital of the two institutions 
amounts to $7,500,000 with surplus of $3,000,- 
000. During the first half of the year undi- 
vided profits shows increase from $3,237,931 
to $3,540,753. Deposits aggregate $108,6S85,- 
TS4. 


THE BANK OF CALIFORNIA 


$107.538,354 are shown 


Total 
in the June 80th statement of the Bank of 
California, National Association of San Fran- 
cisco, with cash and exchange of $19,127,697 ; 
loans and discounts $58,695,000: U. S. seeuri- 
ties, $10,587,000; sundry bonds and_ stocks, 
$11,156,501. Deposits total $83,184,627. Cap- 
ital is $8,500,000 ; surplus and undivided prof- 
its, $0,635,658. 


resources of 


The Pacific National Bank of Fran- 
cisco has purchased the business of the City 
National Bank giving the Pacific National 
total resources of approximately $13,000,000. 

The Western Trust & Savings Bank of 
Long Beach, Cal., reports resources of $2,- 
373,481 and deposits of $1,800,132. C. G. 
Auge is trust officer. 

I. W. Hellman, vice-president of the Wells 
Fargo Bank and Union Trust Company of 
San Francisco has been elected treasurer of 
the California Bankers Association. 

The California Bankers Association has 
by formal resolution declared itself in favor 
of a sales tax to meet the high costs of gov- 
ernment. 


San 





